This Month 


INTERPRETING THE CORPORATION’S FINANCIAL 
POSITION TO ITS AUDIENCES 


The Need for Understanding 
By FRANK M. SURFACE 
Trends in Annual Reporting 


By CHRISTIAN E. JARCHOW 


FULL PRODUCTIVITY AND LOWER COSTS THROUGH 
LABOR AND MANAGEMENT UNDERSTANDING 
By JOHN H. MACDONALD 


THE OUTLOOK FOR ’47 AND ’48 
By ALAN H. TEMPLE 


CONTROL AND REDUCTION OF WAGE AND SALARY 
EXPENSE 


By STANLEY L. BALMER 















THREE REASONS WHY ROYALS | 
ARE A BETTER BUY FOR YOU 











GREATER EFFICIENCY! Royal has more 
work-saving, time-saving features than any 
other typewriter. This is a fact which results 
in higher production per machine. Call in 
your Royal representative—and be shown the 
proof—in an actual Royal demonstration! 





GREATER DURABILITY! Royals are the 
sturdiest typewriters engineering science has 
produced. Because of this fact, Royals stand 
up longer, spend more time on the job, less 
time out for repairs. Result : Royals cut steno- 
graphic work losses to a minimum, give you 
the maximum return from your typewriter 





investment. 
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CASE HISTORY No. 46l1 















INVOICE SYSTEM 


A 


at Berkshire Knitting Mills: 


The Berkshire Knitting Mills of Reading, Pennsylvania realized 
an $11,000 annual saving on paper work by installing a Ditto 
One-Writing Order-Invoice System. In addition, the elimination 
of rewriting brought about the consolidation of the order and 
billing departments, effecting further economies. This Ditto- 
effected economy of time and money is not unusual. Ditto, 
the One-Writing Business System, has been utilized to similar 
advantage by thousands of the nation’s firms... large and small 
...in every field of business. Ditto coordinates departmental 
activities. Ditto eliminates errors and confusion. Ditto delivers 
bright, errorless copies of anything written, printed, typewritten 
or drawn in one to 8 colors. Ditto can save money for you despite 
the nature or scope of your business. 


DITTO, INC., 651 South Oakley Bivd., Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


Write today, without obligation, for 
your free copy of Case History 4611, 
containing details on how Berkshire 
Knitting Mills saves $11,000 each 


year with Ditto. 





TRADE MARK REG. U. S. PAT. OFF, 


One Uniting Business Syslewd 
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to 


Candidates ( PA 
for the oe lille 


EXAMINATION 





IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tc. 


A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHICAGO 6, ILLINOIS 
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Introducing This Month’s Authors 








Alan Harrison Temple (“The Outlook 
for ’47 and ’48,” page 453) is well and 
widely known as a bank economist and 
financial writer. A native of Maryland, he 
has been identi- 
fied with the 
New York scene 
since his gradu- 
ation from Co- 
lumbia Univer- 
sity in 1917, 
where he ma- 
jored in journal- 
ism, with the 
exception of 
service during 
1918-1919 with 
Division Head- 
quarters of the 27th Division, A.E.F. 

Upon his return from service, he served 
as managing editor and later as editor of 
“Commerce and Finance,’ a New York 
financial publication, until 1931, being 
president of the Theodore H. Price Pub- 
lishing Corporation of New York from 
1928 to 1931. During that time he also 
served some two years, beginning in 1928, 
as financial editor of ‘North American 
Review.” 

In 1931, Mr. Temple joined the Na- 
tional City Bank of New York, as statisti- 
cian, and has since then had executive re- 
sponsibilities with that bank's highly 
respected monthly economic letter, which 
is published in Spanish and Portuguese as 
well, for Latin American readers, and is 
reputed to be the most widely read publi- 
cation of its type in the world. He has 
been a vice president of National City 
Bank since 1941. 

Mr. Temple is a member of the Ameri- 
can Economic Association, the American 
Statistical Association, and during 1945- 
46 served as vice chairman of the Confer- 
ence of Business Economists. 





MR. TEMPLE 


Dr. Frank M. Surface (“Interpretation 
of the Corporation’s Financial Position to 
Its Audiences—The Need for Understand- 
ing,” page 444) is executive assistant to 

Blank-Stoller the president of 
: Standard Oil 
Company (New 
Jersey), a posi- 
tion he has held 
since 1945. 

During the 
past three dec- 
ades, Dr. Sur- 
face has had a 
broad back- 
ground of te- 
sponsibilities in 
both govern- 
ment and business fields. In World War 
I he was in charge of the Statistical Divi- 





DR. SURFACE 


sion of the U. S. Food Administration. 
Following the close of the war, he wrote 
syndicated newspaper articles on economic 
subjects, before returning to the field of 
government in 1921, where he organized 
and edited the ‘Survey of Current Busi- 
ness” for the U. S. Department of Com- 
merce. In 1923 he was in charge of that 
department's “Survey of World Agricul- 
ture,” and in 1924 was appointed econo- 
mist of the U. S. Grain Corporation. 
From 1927-1933, when he was named 
director of sales research for Standard Oil 
Company of New Jersey, he was assistant 
director in charge of all domestic market- 
ing studies for the U. S. Bureau of For- 
eign and Domestic Commerce. Immedi- 
ately prior to being advanced to his pres- 
ent position, he was coordinator of sales 
research for Standard Oil of New Jersey. 


Christian E. Jarchow, (“Interpretation 
of the Corporation’s Financial Position to 
Its Audiences—Trends in Annual Report- 
ing,” page 445) is vice president and 
comptroller of 
the Interna- 
tional Harvester 
Company, Chi- 
cago, having en- 
tered the organi- 
zation in 1914. 
In 1920, he was 
appointed gen- 
eral auditor; in 
1927 advanced 
to assistant 
comptroller ; and 
in 1936, to the 
position of comptroller. He was promoted 


Shelburne 


MR. JARCHOW 
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to his present position in 1943. Mr. Jar- 
chow, who is also a member of the Board 
of Directors of International Harvester 
Company, is a vice president and a direc. 
tor of the Controllers Institute of Amer. 
ica, in which he holds membership certifi. 
cate 568. 

A member of the Board of Directors of 
the Wilmette State Bank, Wilmette, Illj- 
nois, Mr. Jarchow is likewise a member of 
the Board of Education of New Trier 
Township High School, of Winnetka, IIli- 
nois. 

Mr. Jarchow has been previously repre- 
sented in the pages of “The Controller’ — 
in the June, 1944 issue, with an article 
on the practical aspects of termination of 
war contracts, and in the October, 1945 
issue, with the digest of an address he 
presented before The Economic and Busi- 
ness Foundation on the controllers’ con- 
tributions to reconversion. During 1945 
Mr. Jarchow served as chairman of the 
Committee on War Contract Termination 
Policies and Procedures of the Controllers 
Institute. 


Stanley L. Balmer (‘‘Control and Re- 
duction of Wage and Salary Expense,” 
page 458) is a partner in the Boston office 
of McKinsey & Company, management 
consultants. As Boris 
a management : 
consultant for 
Over twenty 
years, he has had 
broad experi- 
ence in the fields 
of manufactur- 
ing methods, 
procedures, in- 
centives, organi- 
zation and per- 
sonnel relations. 
As a part of his 
personnel relations activities in industry 
he has assisted managements in establish- 
ing sound wage and salary administration 
based on job evaluation in a variety of 
enterprises including manufacturing, pub- 
lic utilities, banking, and department and 
chain stores. 

Mr. Balmer graduated in 1918 from 
the University of Wisconsin. Following 
his return from the armed services, he was 
employed by several nationally known 
manufacturing concerns until he joined 
the staff of a smaller management consult- 
ing firm in Boston. He became a partner 
of that firm in 1926. In behalf of a Bos- 
ton bank, he returned to industry in 1929, 
assuming the general managership of a 
leading manufacturer in its field in Bos- 
ton. He joined McKinsey & Company in 
1936, and has been a partner since 1939. 

Mr. Balmer has had various articles 
published, although this is his first appeat- 
ance in “The Controller,” and has ad- 
dressed a number of professional, indus- 
trial and student groups on management 
and industrial relations problems. —P. H. 


MR. BALMER 
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Fi Saeco 
~ 


For Tnstance.... 


youmay find Varco E-Z-Outs your 
biggest time-saver. Use them in 
typewriters or for hand-written 
records—they put an end to 
carbon fuss. Copies are neatly 
held together for later addi- 
tions, then detached with one 
easy motion, 











4 


You might say that’s none of our business—but you'd prob- 
ably be wrong! 





You see, the odds are that amy time during office hours you'll 
be handling some kind of business form... checking it, writing 
on it, or just passing it along. The better part of your office 
staff will be doing the same thing. And if your forms are not 
efficient, then all of you are wasting your time! 

It’s our business to stop that sort of waste—by cutting down 
the time you give to paper work. Uarco Business Forms assure: 


Minimum handling ... forms are combined so that one 
form serves many departments... 
pre-assembling saves time and 


bother. 
Minimum writing .. . all necessary copies, 20 or more, 
come from a single writing. 
Minimum /ooking . . . facts are always easy to reach, easy 
to read. 


Your Uarco Representative is trained to apply these savings to 
your operation. Call him in for a survey rather than take your 
own or another executive’s time. There’s no obligation. 
UARCO INCORPORATED, Chicago, IIl.; Cleveland, Ohio; 
Oakland, Calif.; Deep River, Conn. Offices in All Principal Cities. 


UARCO 


INCORPORATE DO 





SINGLE SET FORMS CONTINUOUS-STRIP FORMS 
FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 


AUTOGRAPHIC REGISTERS 


BUSINESS FORMS AND REGISTER FORMS 
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Edttort.al Comment 


September 


Bepeen September each year, and the thoughts of this 
commentator go back to September, 1931, when 
the first steps were taken toward setting up the calling 
of controllership on a formal basis. 

We recall our first interview, at luncheon, with one 
of the best known and highest placed controllers in the 
country, on the subject of the possibility of drawing 
those extreme individualists, the controllers of business 
concerns, together in an organization designed to assist 
them in meeting their ever increasing responsibilities. 

The writer had deliberately sought out that partic- 
ular controller because of his high ranking in control- 
lership, feeling that no prospective organization could 
hope to succeed unless the top men in controllership 
could be enlisted. Imagine our pleasure at finding this 
particular controller in complete sympathy with the 
idea. He provided the inspiration needed to encourage 
us to go on. 

The rest is history which has often been reviewed by 
the thousands of controllers who now make up The 
Controllers Institute of America. It is difficult however 
to record in historical fashion the many disappoint- 
ments and obstacles which marked those early days, the 
opposition which developed, on the part of other or- 
ganizations which believed they were taking care of the 
interests of controllers satisfactorily; and on the part of 
individuals who did not have the vision to see the need 
for and the possibilities of an Institute of their own for 
controllers. 

The depression of the thirties and the war years re- 
moved all doubts, however, and the service which The 
Controllers Institute performed for the government 
and for business and industry in those periods stands as 
a monument to the faith of the pioneers who made The 
Institute possible. 

September is a month never to be forgotten by con- 
trollers. 


Definition Wanted 


LS omige is a controller? A definition is wanted by 
the Committee on Eligibility Standards of The 
Controllers Institue of America, of which Mr. Mark Z. 
McGill, of Collins & Aikman Corporation, of Phila- 
delphia, is Chairman. 


This voicing of a wish for a definition of a controller 
is not new. It has persisted through the years that The 
Institute has been in existence. If it comes about that 
by reason of this new request for a definition something 
specific, brief, and all inclusive comes to the surface, it 
will indeed be a step forward. 

In the early days committees wrestled with this prob- 
lem, and prepared a list of seventeen duties which a 
controller should perform. These seventeen duties 
have been publicized widely and are now fairly well 
known and accepted in business circles. The Institute 
and controllers have had to be content with a statement 
that a controller is a man who performs these seventeen 
duties, or the greater portion of them, for a business 
concern. 

Now the Committee on Eligibility Standards makes 
the point that the list of seventeen duties is inadequate, 
and suggests that they be restated in cognizance of the 
more inspired concept of controllership which has 
taken form in current literature. The duties should be 
more carefully described, the Committee believes. 

Mr. McGill and his committee believe that the science 
and practice of accounting is seriously over emphasized, 
especially in determining eligibility to membership in 
The Institute. Accounting is essential to controller- 
ship, the Committee points out, but it is not the only 
tool, and perhaps not the most important one. 

This conforms to opinions which have been expressed 
frequently and on a wide scale in recent years in com- 
munications to this office, and to which reference has 
been made on a number of occasions in these columns. 

The Committee refers to the fact that The Control- 
lers Institute is not an accounting organization, and 
adds that in spite of that accepted fact there is yet a 
widespread conception that accountants at a certain 
stage in their advancement become eligible to member- 
ship. The Committee believes that this erroneous con- 
ception should be rectified and equal recognition given 
to other fields of endeavor, such as industrial engineer- 
ing, statistical interpretation, market and economic 
analysis, industrial relations and other phases of funda- 
mental business practice. 

These ideas are a part of the annual report drafted by 
Mr. McGill for presentation at the coming Sixteenth 
Annual Meeting of The Institute in Chicago in mid- 
October. These comments are not a complete preview 
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of Mr. McGill’s report and of the recommendations of 
his committee, and there is no intention to “jump the 
gun” by giving this advance picture of what his Com- 
mittee is seeking. The suggestion that a definition of a 
controller is greatly needed, however, is in our opinion 
so sound and is of such great importance that too much 
cannot be said about it. It is a foregone conclusion that 
much will be heard of it in the months ahead. It is to 
be hoped that many of the keen minded members of 
The Institute will make known their opinions and sug- 
gestions. 

It is in order to point out here that controllers do not 
control the destinies of the business concerns with 
which they are connected. That is the responsibility of 
the managements of those concerns. 

The controller’s prime responsibility is to conserve 
the assets of the company with which he is connected, 
and to make recommendations to his management 
which will lead to their most economic and profitable 
use. If that can be worded so that the idea can be con- 
veyed in a definition of what a controller is, some 
progress will have been made. 


What Does an Auditor's Certificate Mean? 


HE American Institute of Accountants has come 

out with a pamphlet, “What Does an Auditor’s 
Certificate Mean?” It is indeed timely, for many have 
only a hazy idea as to what the so-called certificate does 
cover. 

Briefly, this pamphlet points out that the report (cer- 
tificate) attached to a balance sheet and income state- 
ment by a certified public accountant is intended to tell 
briefly what the accountant (auditor) did, and to give 
his opinion as to whether the financial statements fairly 
present the financial position and results of operations 
of the company for the period under review. The re- 
port is for the use of credit grantors, investors, stock- 
holders, and others. 

Appearance of this pamphlet gives rise again to the 
question, why should the word “certificate” be used? 
Why not use the word “report” in all cases? The pam- 
phelet devotes a paragraph to this, saying: 

“The word ‘certificate’ is somewhat misleading. Ac- 
tually the auditor cannot ‘certify,’ in the sense of guar- 
anteeing, that financial statements are ‘correct.’ Why 
not? Because accounting is not an exact science: human 
judgment and estimate necessarily enter into the classi- 
fication and allocation of business transactions among 
various accounts, and various periods of time. Depre- 
ciation reserves, bad-debt reserves and inventory pric- 
ing, for example, are to some extent contingent on 
probabilities—what is expected to happen in the fu- 
ture.” 

The pamphlet emphasizes precedents, under the 
word “experience”; generally accepted accounting 
Ptinciples, generally accepted auditing principles, indi- 
vidual judgment, and sufficiency of examination. 

One very interesting statement is that: “In order to 
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understand an auditor's report, it is necessary to read it 
carefully.” Here is the heart of the matter. In order to 
protect himself, the certified public accountant is likely 
to write in so many saving clauses, in the form of foot- 
notes, that hardly anyone of the general public is going 
to take the trouble to get out his magnifying glass and 
try to figure out the real meaning of the report, or cer- 
tificate. 

It is for that reason that those for whom the state- 
ments are intended are urged to read them carefully. 
In a recent conference of controllers the subject of foot- 
notes came up, and they deplored the necessity of load- 
ing down a report with them. They expressed the hope 
that they could be reduced in number and extent. 

The public audit and the public accountant’s report, 
or certificate, are of course necessary and desirable. 
They inspire confidence in the figures and in the picture 
which they present. Controllers and financial officers 
welcome this aid and the insurance and assurance which 
they provide. And then, too, the laws call for them. 
Yet the entire responsiblity for the correctness and com- 
pleteness of the figures included in published reports 
rests on the shoulders of management, in the eyes of the 
Securities and Exchange Commission. It has said that 
no matter how many examinations and audits of a com- 
pany’s affairs and accounts are made by other agencies, 
the final responsibility for the correctness and complete- 
ness of published financial statements rests with the 
company, which usually means that the responsibility 
gravitates to the controller or comparable officer or 
employee. 

Thus we have the picture of the Securities and Ex- 
change Commission calling, through its regulations 
which have the force of law, for statements certified 
by certified public accountants, on the one hand; and 
on the other hand placing final and complete responsi- 
bility for the correctness and completeness of published 
financial reports, on the company. 

The company, and its controller and financial officers 
and management, can not evade, and in a great major- 
ity of instances do not desire to evade, this responsibil- 
ity. It is simply helped in meeting the responsibility by 
the independent audits and examinations made by cer- 
tified public accountants, which of course carry great 
weight in the eyes of the public. 

This naturally gives rise to the thought that still 
greater confidence in the published statements would 
be inspired if they bore a brief statement signed by the 
controller attesting their correctness and completeness. 
This suggestion was made many years ago in a meeting 
of members of The Controllers Institute of America. 
In fact the idea has been advanced repeatedly through 
the years, and has been commented upon favorably on 
many occasions, but so far only a handful of companies 
have adopted the idea. 

The American Institute’s booklet is intended for 
wide distribution. Single copies may be had gratis. For 
copies in volume the price is $3 per hundred. It is worth 
careful perusal. _ART. 









Interpretation of the Corporationjinz 


The Need for Understanding 


Since I am not an accountant, you may 
expect to hear some things from me which 
may not be entirely in accord with the 
tradition of this honorable profession. I 
have, however, had a good deal to do 
with accountants in connection with many 
organizations with which I have been as- 
sociated. In the first place, I would like to 
say that I have the very greatest respect 
for the profession. This is not alone for 
its well deserved reputation for unswerv- 
ing honesty and reliability, but rather for 
the know-how which enables a good ac- 
countant to take a set of somewhat jum- 
bled records and come out with a balance 
sheet which balances and is supported by 
numerous convincing-looking statements. 

I suppose my respect for the trained ac- 
countants is similar to that which I have 
for the musician who sits down to the 
piano and plays from memory a compli- 
cated composition from Chopin or Bach. 
Not being either a musician or an account- 
ant I have great difficulty in understand- 
ing how they perform their respective 
tasks. 

But I also have some complaints about 
accountants as a class. However, please 
remember that I recognize that there are a 
great many exceptions to any generaliza- 
tion. In my experience with accountants I 
have found a good many that seemed to 
think that a properly prepared balance 
sheet, properly supported, was an end in 
itself. To me they have seemed to have 
too little curiosity as to what the figures 
mean either individually or collectively. 
After all, figures are only tools which 
taken together with business experience 
can be used to reach decisions upon which 
action may be based. 

In this discussion of corporations’ an- 
nual reports—what should be included 
and how that should be presented—I have 
no thought of trying to tell you in detail 
the answers to such questions, but I would 
like to discuss with you some factors 
which I believe have a bearing on such 
matters. 

In the first place, we need to consider 
to whom an annual report is being made. 
Traditionally this has been to the share- 
hoiders and represents an accounting by 
the management to those who have in- 
vested their savings in that enterprise. 
Some fifteen years ago, and to some extent 
today, a typical annual report included 
perhaps two tables—a profit and loss state- 





ment, and a balance sheet—together with 
a brief letter from the president or chair- 





By Frank M. Surface 


man indicating his view on the progress 
of the company. These, together with the 
auditor’s certification, made up the report. 
If your shareholders were chiefly bankers 
or large scale investors perhaps this was 
sufficient but if there were any considera- 
ble number of ordinary citizens among the 
stockholders, the company was wasting 
postage to send it to them. 

In more recent years there has been a 
change in the thinking of many corporate 
directors. They have come to the realiza- 
tion that although stockholders are impor- 
tant there are other elements in the popu- 
lation whose proper understanding of a 
company’s business was also important for 
its continued prosperity. 


CONSIDER THE AUDIENCES 


We might, therefore, set down some of 
the several possible audiences to which a 
company’s affairs may be of interest. 

First of these, perhaps, is the general 
public including the government. There 
was a time when some business men were 
said to take a “‘public be damned ”’ atti- 
tude. This I think has pretty generally 
passed, if it ever existed, and it is now 
recognized that a favorable attitude by the 
general public is a very distinct asset to 
any business. The general public has an 
interest in business because its prosperity 
fluctuates with the ups and downs of our 
economic system. And this system is made 
up of business establishments both big and 
little. 

The general public also has a lot to 
do with our government. They elect our 
legislators and chief executives. By and 
large these officials are quite responsive to 
the desires of their constituents which is 
the public. We have had some examples 
in the last decade of what government 
can do to business. Without a clear under- 
standing of the general aims and the re- 
sults of business the public is quite likely 
to demand regulations which might seri- 
ously cripple our competitive enterprise 
system. So it is important that in one way 
or another business reports to the general 
public. 

Another important audience is the cus- 
tomers who buy our products. In general, 
in their capacity as customers, they are 
more interested in such things as product 
quality, attractiveness and price than in 
matters pertaining to balance sheets and 
income statements. Nevertheless the good 
name and a reputation for reliability and 
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fair dealing lay a foundation which is 
important in gaining new customers and 
holding old ones. Perhaps, reports which 
cover the general public would suffice for 
that fraction represented by our customers. 
A third category and an important one, 
as we have found in recent years, is that of 
the employees. They represent a special 
class which, on the whole, perhaps has a 
greater claim to interest in the affairs of 
the company for which they work than 
anyone else. Whereas the stockholder in- 
vests his savings in a given company, the 
employee invests in that concern all that 
he has, namely, his time and his skill. Em- 
ployees are important to a business too. 
Regardless of what kind of tools and fa- 
cilities are provided by invested capital, 
these are useless unless they are manned 
by competent employees. This mutuality 
of interest between labor and management 
seems not to have been well recognized by 
business or if recognized, little has been 
done to promote it by most companies. 
Certainly it would seem that employees 
are entitled to some effort on the part of 
management to keep them informed about 


company affairs. Yet public opinion sur- 


veys have indicated that less than one 
company out of five makes any effort to 
inform employees about profit or related 
matters. 

The fourth and final audience that I 
will mention is the stockholder who has 
been the recipient in the past of such re- 
ports as management thought desirable to 
furnish. I mention the stockholder last, 
not because he is least important, but be- 
cause he has been more favored. Certainly 
if a business concern expects to prosper it 
must keep those who have invested their 
savings in the enterprise, interested and 
informed about its affairs. Some 15,000,- 
000 corporation stockholders in this coun- 
try have furnished the tools and facilities 
to make jobs for the great mass of indus- 
trial workers. Without the type of assist- 
ance they have furnished we would all be 
eking out a bare and uncertain existence 
without any of the things that make mod- 
ern life worth living. But for the great 
body of these investors, whose training 1n 
accounting practices is not too great, we 
need to furnish something more than the 
stereotyped balance sheet. It is necessary 
to put some meat on the dry bones of the 
statistics and to interpret them in a mean- 
ingful but truthful way. 

These, then, are some of the particular 


(Please turn to page 461) 
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inancial Position to Its Audiences 


Trends in Annual Reporting 


The three most significant trends in an- 
nual reporting that have occurred during 
the past 30 years are, in my opinion, as 
follows: 

1. The trend toward more complete disclo- 
sure of facts. 
2, The trend toward improved techniques. 


3, The trend toward making the annual re- 
port more of a public relations document. 


I shall discuss each in the order as stated. 


The Trend Toward More Complete Dis- 
closure of Facts: 

Corporate reporting during the past 30 
years has shown a significant development 
with regard to the disclosure of pertinent 
facts affecting business operations. Prior 
to 1920, the preparation of annual reports 
was quite generally considered to be 
merely a formality incident to the periodi- 
cal closing of the ledger and a convenient 
means of summarizing information con- 
cetning financial conditions and results of 
operations as shown by the books of ac- 
count. This corresponded to the feeling 
that so long as management preserved the 
integrity of the capital investment, earned 
a fair return thereon and distributed a rea- 
sonable amount to stockholders as divi- 
dends, the detail and manner in which 
this was accomplished was primarily a 
consideration only for management. 

During the 1920's, there were indica- 
tions in annual reports that this attitude 
was beginning to change. Management 
began to tell in these reports some of the 
things they had done to produce the stated 
results or perhaps the reasons for not hav- 
ing done certain things. There was a defi- 
nite feeling, however, that in the best in- 
terests of the business as a whole it was 
not desirable to disclose details which 
competitors could use to the detriment of 
the reporting company. 

During the 1930's, the tendency toward 
more complete disclosure was fostered by 
an increased consciousness on the part of 
business management that both stockhold- 
ers and employes were entitled to more 
information about the business. The cir- 
cumstances pertaining to the depression of 
the early 1930's intensified this conscious- 
hess. Furthermore, the regulations of the 
Securities and Exchange Commission, 
Federal Trade Commission, and other 
agencies, produced considerable changes 
in the amount of disclosure required. Al- 
though these government bodies did not 
Prescribe directly for the annual report, 
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they did call for disclosures in supplemen- 
tary reports which made business manage- 
ment very conscious of its responsibility 
for adequate disclosure of details pertain- 
ing to the business. The regulations that 
were issued requiring the filing of detailed 
statements available for public inspection 
caused many businesses to feel that most 
of the facts called for by the S.E.C. might 
as well be disclosed in the annual reports 
themselves, and as a consequence we be- 
gan to see a disclosure unthought of in 
the 1920’s. The same factors which have 
been responsible for this enlarged scope 
of the annual report have also led to a 
growing tendency on the part of indus- 
trial concerns to issue interim reports 
semi-annually or quarterly to inform their 
stockholders and employes as to current 
developments in the business. 

The experience of International Har- 
vester Company in this respect has paral- 
leled that of most other companies. Prior 
to 1935, our income account started out 
with a figure which approximated the 
gross profit or loss from operations and 
from that were deducted such items as 
depletion, depreciation, special mainte- 
nance, and provisions for receivables, in- 
ventories, and foreign losses. In 1935, for 
the first time, sales proceeds were shown 
in the income statement from which there 
was deducted one amount which included 
cost of sales, expenses, and federal income 
taxes. An analysis of sales by four princi- 
pal classes of products appeared in the 
President’s letter of that year. In 1938, 
cost of goods sold and federal income tax 
provision were separately shown. During 
these same years, the amount and variety 
of data given in the President’s letter in- 
creased from year to year. This trend has 
continued with us up to the present time. 
I believe’ it is fully evident from our re- 
cent reports that Harvester is heartily in 


favor of full disclosure of facts pertinent 
to the income account and statement of 
financial position. We now report our 
sales proceeds broken down into eight 
product lines on a two year comparative 
basis; the President’s letter together with 
notes to the financial statements gives ad- 
ditional information by which we believe 
the statements themselves can well be sup- 
plemented in order to clarify them and 
make them mote interesting. Furthermore, 
we now have no reserves other than the 
two valuation reserves—Reserve for 
Losses on Receivables and Reserve for 
Depreciation—and a single segregation of 
earnings left in the business designated as 
pertaining to general contingencies. 


QUARTERLY REPORTS 


To date we have not issued interim 
quarterly reports to the public although 
this is an objective which we have had 
definitely in mind in recent years. Now 
that more normal business conditions have 
been reestablished, I believe that within 
another year we will begin issuing such 
reports to the public. 

My own opinion of quarterly reports is 
that they are worthwhile, although there 
are inherent difficulties of a serious nature 
encountered in their presentation by a 
large company such as ours that has a 
comparatively slow turnover with a corre- 
spondingly large inventory. These difh- 
culties, which I am sure you appreciate, 
are not insurmountable-but they certainly 
do suggest the need for full qualifications 
of such reports for the purposes of pro- 
tecting the integrity of the issuing com- 
pany and of avoiding misinterpretation by 
the reader. Generally speaking, the shorter 
the period covered by an accounting state- 
ment the more misleading it may be in its 
implications unless it is fully explained in 





these two excellent papers. 





TWO VIEWS OF A COMMON OBJECTIVE 


Few business subjects have greater current interest than that of corporate 
annual reports to stockholders. As Mr. Jarchow points out, in his opening ob- 
servations, the trend is toward more complete disclosure of facts, improved tech- 
niques and development of a “public relations document.” Dr. Surface, a “non- 
accountant,” and Mr. Jarchow, a corporate controller, presented their views 
before the recent Midwestern Conference of Controllers, in Pittsburgh. With the 
current year’s reports in mind, controllers will benefit from a careful perusal of 


—THE EDITOR 











446 


some supplementary manner. I think I 
would favor a letter accompanying each 
quarterly report in which the general cur- 
rent situation affecting the Company 
would be discussed and in which an ex- 
planation would be given of abnormal or 
seasonal results, or indeed of any reflec- 
tion of the statements that might other- 
wise prove confusing or misleading. 
When one considers that such statements 
are generally unaudited and that all com- 
panies do not reflect their year end accru- 
als and adjustments thereon in precisely 
the same manner, it becomes obvious that 
quarterly reports cannot be entirely relia- 
ble for purposes of comparison between 
companies. However, it certainly is possi- 
ble to see that one’s own statements are 
as sound, reasonable, and accurate as pos- 
sible. 

In this connection one has quite a 
choice as to the form in which such state- 
ments are prepared. Some companies show 
the last quarter's results and accumulative 
figures to date without comparison with 
the previous year. Some show these te- 
sults compared with the corresponding 
figures of the previous year. Some show 
results for the last quarter and the fiscal 
year to date; and in addition for the 
twelve months ended with the last quar- 
ter, cutting across fiscal years. Some show 
accumulative results to the end of the last 
quarter without showing the last quarter 
alone and with or without a comparison 
with the previous year. This last form, of 
course, is of the safest type and I prefer 
it, at least as a first step, as it is subject to 
self-correction as to accuracy and seasonal 
results and because the full year’s figures 
will generally prove to be of greater sig- 
nificance than those of any single quarter. 
As experience and assurance are gained, 
perhaps cther types would prove feasible, 
but regardless of the type of such state- 
ments I certainly advocate clear and ample 
qualification and an accompanying letter 
of explanation and clarification. So much 
for the more complete disclosure of facts 
in annual reporting. 


The Trend Toward Improved Techniques: 

During the same period which saw a 
much greater disclosure of factual data in 
annual reporting, there was a marked de- 
velopment in the techniques used. Some 
of the significant technical improvements 
that have been made in annual reports are 
the following: 


1. Increasing emphasis on making the report 
more attractive, as well as simpler and 
more purposeful. 

2. Increasing tendency toward summary pres- 
entations of the high spots of the report. 

3. Presentation of more information with re- 
gard to the various elements of income 
and expense. 

4, Gradual improvements in accounting ter- 
minology. 

5. Improvements in the form in which -the 
conventional statements of income and fi- 

nancial position are presented. 
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6. The increasing use of charts and graphs, 
and of tables giving comparative figures 
for periods of five years or more. 


The increasing emphasis on making an- 
nual reports more attractive has in most 
cases resulted in an improved format, one 
which is appealing to the eye. Occasion- 
ally the art work has been quite elaborate. 
There has been an increasing use of pic- 
tures, especially those showing the prod- 
ucts in Operation and the part employes 
play in the manufacturing process. Col- 
ored photography has been used by a 
number of companies. Although the size 
of the report still varies considerably, the 
letter size seems to be most widely used. 
The language of the narrative has been 
reduced from an often stilted form to an 
easy flowing story with logical transitions 
from one part to another. Frequently, the 
narrative has been built about a central 
theme concerning a significant phase of 
the company’s operation. A few organiza- 
tions have provided a descriptive narrative 
for the financial section in addition to the 
usual statements, charts, graphs, and foot- 
notes. This all adds up to an attempt to 
make the report more simple and more 
purposeful in communicating the facts on 
company operations. 

Some question has been raised as to 
whether the matter of ‘‘glamorizing” the 
report may not have been overdone. Cer- 
tainly we should not concern ourselves 
with making the report attractive to the 
detriment of its content, which is after all 
what matters most. On the other hand, 
there seems to be no particular merit in 
being old fashioned in this respect. Har- 
vester recognized this trend and began to 
brighten up its report in 1938. Since then, 
we have kept abreast of developments, I 
believe, in'a moderate middle-of-the-road 
manner. 

Because of the fact that many people 
who receive annual reports do not have 
the time or the inclination to read them 
from cover to cover, there has been a ten- 
dency to cater to the casual reader by pre- 
senting a summary of the high-spots of 
the report on the first page. This single 
page of facts and figures is now used by 
a great many companies and is quite help- 
ful both to the person who has little time 
to review the entire report and also to the 
person who reviews it in detail but finds 
a single page of facts convenient for ref- 
erence purposes. The data which may be 
included in a summary depend somewhat 
upon the relative significance of the vari- 
ous facts in a particular business. It may 
be that the presentation of this summary 
results in some readers quitting at that 
point who might otherwise have gone 
further. On the other hand, there may be 
something in this summary which excites 
the interest of the reader and induces him 
to delve deeper into the report. We at 
Harvester have such a feature in our re- 
port which we call “Harvester Facts at a 





Glance.” Formerly included in the body 
of the ey it is now placed on the first 


page and is, in my opinion, a definitely 
worthwhile feature. 

There has also been a tendency to pre- 
sent more information with respect to 
various elements of income and expense. 
I do not mean by this the increased ade- 
quacy of disclosure as previously discussed 
but rather the grouping of items of in- 
come in one total and the breakdown of 
items of cost and expense by types of ex. 
penditure, such as for materials, supplies 
and services purchased, wages and sala. 
ries, depreciation, federal income taxes, 
and such, rather than by the conventional 
accounting concepts of cost of sales, sell- 
ing expense, and the like. Many compa- 
nies, including Harvester, have accom- 
plished this by means of a separate 
statement showing total receipts and their 
distribution with an accompanying chart 
in “pie” or other form. I think this is a 
constructive development and I hope that 
it may be perfected to show more clearly 
the direct relationship that such an income 
statement bears to the conventional state- 
ment. Perhaps this might be done all on 
one statement that starts with the conven- 
tional form and that shows by means of 
reclassification the transition to the new 
form. 


TERMINOLOGY IMPROVED 


Improvements in accounting terminol- 
ogy have been made, but the progress has 
been slow and the path marked with dif_i- 
culties. The accounting profession has 
been untiring in its efforts to improve and 
to standardize terminology and accounting 
treatment insofar as possible. The Con- 
trollers Institute of America, the Ameri- 
can Institute of Accountants, the Ameri- 
can Management Association, and other 
societies have through forums, bulletins, 
and articles attempted to simplify and 
clarify ambiguous accounting terms. There 
has, for example, been considerable dis- 
cussion with respect to the proper title for 
what has for many years been called the 
profit and loss statement. This has devel- 
oped from the realization that it is diffi 
cult for many readers to understand how 
one statement could show a profit and a 
loss at one and the same time. In recent 
years, there has been a definite tendency 
to use a title which would be more mean- 
ingful to the layman. Some companies, 
such as the Caterpillar Tractor Company, 
for example, use the term “Statement of 
Operations.” United States Steel Corpora- 
tion uses ‘Consolidated Statement of In- 
come.” International Harvester Company 
uses the title “Summary of Income.” 

Harvester’s most recent struggle with 
accounting terminology has been in an at- 
tempt to get rid of the terms “Surplus 
Reserves” and “Surplus.” All of you are 
familiar with the drawbacks inherent in 
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those terms with respect to laymen. They 
very evidently imply to many readers that 
the Company has excessive funds equiva- 
lent to the balances in these accounts for 
which it has no current use. Presumably 
these terms have never troubled account- 
ing men very much. However, on the 
theory that there are many more laymen 
than accounting men, we in 1946 grouped 
both accounts under the title “Net Income 
Retained for Use in the Business,” under 
which we showed ‘‘Reserved for General 
Contingencies” instead of the former ‘‘Re- 
serves,” and “Balance not Reserved’’ in 
place of the former “Surplus.” This 
change is not wholly satisfactory in that 
the term “Reserved for General Con- 
tingencies’’ carries a tinge of the same 
stigma that is attached to the term ‘‘Sur- 
plus.” However, in many such changes in 
accounting terminology one must be philo- 
sophical and balance the anticipated good 
ects against the anticipated bad ones 
and make a change only if convinced that 
the net result will be good. Although we 
were fully aware that our accounting 
friends might consider this change, and 
perhaps us, slightly “‘off the beam,” we 
nevertheless made it, and we have been 
pleased that the general reaction has 
seemed to justify what we have done. 


IMPROVEMENTS IN FORM 


I believe that there have been some im- 
provements in recent years in the form in 
which conventional statements of income 
and financial position are presented. 
There have been two phases of this devel- 
opment : . 

The first has had to do with the restate- 
ment of accounting terms in nontechnical 
language. For example, studied attempts 
have been made to describe the various 
items of the income account in laymen’s 
language; and to describe the assets, lia- 
bilities, and capital on the statement of 
financial position in terms of ‘we own” 
and ‘we owe,” and such. This is an inter- 
esting effort and doubtless has possibili- 
ties. Harvester tried it during the several 
years when Separate statements were is- 
sued to employes. We were not able to 
determine definitely how effective this 
kind of presentation proved to be in fur- 
theting the understanding of our em- 
ployes. It was discontinued in 1943, 
when for the first time the annual report 
was addressed jointly to shareholders and 
employes. 

The second phase of improvement in 
form has to do with changes within the 
conventional forms of the financial state- 
ments, Here again, as in changes made in 
terminology, one should be philosophical 
and not be misled by a favorable personal 
feaction into considering such a change 
in form as a profound or “‘earth-shaking” 
innovation. One who originates such a 
change in form may well be prone to 
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overvalue its fundamental importance. 
Accounting theory being what it is, and 
human nature being what it is, there is 
probably no form of income account or 
statement of financial position that even a 
small group of accountants would accept 
unequivocally as being precisely correct. I 
have two examples from the 1946 income 
account of Harvester, and one from its 
1946 statement of financial position to 
illustrate this point. 

The first example has to do with the 
manner of showing the provision for fed- 
eral income tax. Prior to 1946, we showed 
a subtotal ‘Income From Operations Be- 
fore Provision for Federal Income Tax” 
from which the provision was deducted. 
In 1946, we changed our thinking and 
did not show any such subtotal before de- 
ducting the tax provision. This change 
was made because income taxes from the 
shareholders’ point of view at least are as 
much a cost of doing business as are other 
kinds of taxes. Nevertheless, we realize 
that there are doubtless many sound ac- 
countants who would prefer showing the 
subtotal before the tax provision in order 
to accentuate the difference in gross profits 
as shown on a two year comparative state- 
ment, particularly as history shows that 
income tax rates do change in greater de- 
gree than do other kinds of tax rates. The 
choice of methods of presentation is of- 
tentimes’ principally based on personal 
opinions. 

The second example of change in our 
1946 income account has to do with the 
methods of showing dividends paid. In 
1945, we presented a “Summary of In- 
come and Surplus’ which showed the be- 
ginning “Surplus” (as we then called it) 
added to the net income. From that total 
dividends for the year were deducted to 
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arrive at the surplus at the end of the year. 
In 1946, we presented a “Summary of In- 
come’’ on which the dividends were de- 
ducted from net income for the year to 
arrive at the “Net Income Retained for 
Use in the Business.” In the report for 
many years we had written about the con- 
cept of “Net Income Retained for Use in 
the Business’; it was readily subject to 
coordination with the other statements 
and charts in the report; and we believed 
that it could be more clearly understood 
and appreciated as to its basic features by 
reflecting it clearly in the income account 
as such. In doing so, we fully realized 
that there is some doubt that dividends 
can unequivocally be said to come out of 
the year’s income. However, we again 
weighed the pros and cons and so made 
the change, and I believe we will continue 
it. 

The change in our statement of finan- 
cial position, previously mentioned, had 
to do with deducting the current liabilities 
from current assets. We did this in order 
to attain the objectives of showing the net 
current assets or working capital, which 
is always a significant figure, and of show- 
ing the shareholders’ equity alone on the 
right hand side. We believed this was a 
simpler presentation that would be more 
easily understood by most readers. Here 
again it is evident that one cannot make 
changes of this nature in a long estab- 
lished accounting form and realize an un- 
mitigated benefit. Such a change precludes 
any advantages that might accrue from 
the determination at a glance of total as- 
sets and total capital. However, after care- 
ful consideration the change was made. 

I believe that changes in traditional ac- 
counting forms that companies make from 
time to time similar to those changes dis- 
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cussed should be viewed critically but 
appreciatively as efforts of a compromise 
nature toward the worthy objective of 
making such statements as understandable 
as possible to the majority of readers. 
They certainly represent a healthy trend. 
There is nothing reprehensible about them 
for if they are inherently and seriously 
deficient they will naturally and auto- 
matically be superseded, whereas if they 
constitute real improvements they will 
persist with consequent beneficial results. 

The additional data provided in annual 
reports in the form of tables, charts, 
graphs, and comparative figures are fre- 
quently an effective means of getting the 
facts explained. A word of caution should 
be given to one who is contemplating add- 
ing such features to his annual report to 
be certain that they are presented in a 
manner which will accomplish that pur- 
pose. A number of companies have 
adopted a two year presentation in the fi- 
nancial statements themselves and some 
have also provided comparative figures 
for a number of years. General Electric 
Company, for example, showed in the 
1946 report a 48-year record of earnings 
and dividends per share of common stock; 
United States Steel Corporation gave very 
complete operating and financial statistics 
each year since 1902; Eastman Kodak 
Company had a historical record of an- 
nual earnings and their distribution, also 
going back to 1902; General Motors Cor- 
poration gave a record of sales, net in- 
come and dividends for each year since 
1917, when the corporation in its present 
form was organized, and showed informa- 
tion as to payrolls, average number of 
employes, and units sales of cars and 
trucks from 1937 on. These are only typi- 
cal examples of what has been a general 
trend. 

Our own report gives tables of data 
going back to 1940, which was the year 
in which we changed from a consolidated 
basis of reporting to a Company basis. 
Such tables provide the reader with sufh- 
cient data to analyze where the Company 
has been and the direction of the present 
trend. They also permit making adjust- 
ments of results for prior years in those 
instances where later developments have 
shown clearly that the reported results 
for such prior years were substantially in- 
correct or where unusual transactions oc- 
cur in one year which affect previous years. 
Supplementary data on property, wages, 
sales, dividends, and such are being pre- 
sented effectively, we hope, by use of 
schedules and charts throughout the nar- 
rative, as well as in the financial section 
of the report. Charts provoke varied reac- 
tions on different readers. They have their 
proponents and opponents. In recognition 
of this fact it is my opinion that the num- 
ber of charts included in a report should 
be moderate. We generally include seven 
or eight charts on the phases of business 
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that we consider most important and place 
them as closely as possible to the subject 
matter to which they pertain. So much for 
improved techniques in annual reporting. 


Trend Toward Making the Annual Report 
More of a Public Relations Document: 
This trend has become quite definite 

during the past decade. To a certain ex- 
tent it has been an inevitable development. 
With the wide dissemination of stock 
ownership which now exists, the annual 
report is a medium, representing the Com- 
pany, that reaches thousands of actual 
readers and that is available to countless 
other potential readers. Some companies 
call attention to their annual reports by 
paid advertising in newspapers and maga- 
zines in which they offer to send copies 
to interested readers upon request. Har- 
vester has never ‘advertised in this man- 
ner but its report is available to its 40,000 
shareholders and 80,000 employes. In ad- 
dition it is sent upon request to many 
banks, investment houses, educational in- 
stitutions, dealers and other individuals. 
Newspapers of wide circulation print ex- 
cerpts from it which may be read by many 
thousands of the general public. This, of 
course, is true of hundreds of other re- 
ports—they are natural media for contact- 
ing large and important segments of the 
public and, therefore, possess public re- 
lations significance. 


DISPELLING FALSE NOTIONS 


It has been natural therefore for busi- 
ness management to tend to include in an- 
nual reports subject matter of public in- 
terest, over and above that contained in 
the financial statements themselves. Fol- 
lowing the revelation by public opinion 
surveys of the extent to which mistaken 
notions regarding business and business 
profits are widely prevalent there has re- 
cently been a tendency to include material 
in the annual report for the purpose of 
dispelling some of these false notions. 

We have been told repeatedly, in re- 
cent yeats, what these mistaken notions 
are with regard to business operations and 
I shall only refer to them briefly. First 
there is the notion that the profits accru- 
ing to business are something of a neces- 
sary evil, and that the best interests of the 
public are served when they are kept as 
small as possible. Along with this there is 
the notion that, in general, business prof- 
its are excessively high. According to the 
recent survey made for the Controllership 
Foundation by Opinion Research Corpo- 
ration, 45 per cent. of the public think 
business enterprises make more profits 
than they reveal in their reports; indeed 
28 per cent. of those interviewed ex- 
pressed the opinion that ‘most businesses 
have a lot of hidden profits.’ These false 
notions add up to an overall impression 
that business management is inherently 
selfish and that the conduct of business is 


in Opposition to the general interests of 
society. 

To the extent that these false notions 
may spring from the terms in which cor. 
poration reports are drawn up, there js 
clearly an obligation on the part of busi- 
ness management—and particularly on 
controllers—to change those terms, even 
when they have been sanctioned by long 
use. Many businessmen have contended, 
however, that more than this must be 
done; that proper concepts of the role of 
business investment and of business man- 
agement must be set out clearly in order 
to counteract as far as possible these false 
notions. 

Accordingly many concerns are now 
trying to set out, in the annual reports, 
certain basic positive ideas. For ex. 
ample, in some reports there are ideas 
relating to the place of the business in 
the economic structure of the country— 
that is, the social value of the services it 
performs. There are expressions of the 
recognition of the social responsibilities 
of the enterprise to the communities in 
which it operates. In some instances— 
for example in the 1946 General Motors 
report—information on the importance 
of management and the value of man- 
agerial services has been included. In the 
same report there is a section entitled 
“Lower Prices Benefit All” which points 
to the relationship between lower prices 
and increased industrial efficiency, and 
shows how increased productivity is 
mainly dependent upon technological 
improvements involving increased in- 
vestment. It also points out that the in- 
creased capital necessary to start this 
chain reaction will only be forthcoming 
if there is a sufficient incentive in the 
form of a prospective fair return on 
such investment. 


INDUCING CONFIDENCE 


Another positive idea that has come 
in for discussion is that of inducing 
greater confidence in the accuracy of fi- 
nancial results as shown by the annual 
report. In an attempt to counteract the 
lack of confidence, some companies 
have sought to lend greater credibility 
to their financial statements by append- 
ing a certificate, signed by their control- 
ler, certifying to the accuracy of the 
results shown. This is, of course, in ad- 
dition to the certificate of the independ- 
ent public accountants. Possibly more 
could be done in this respect by point- 
ing out the fact, where applicable, that 
net income as per the annual report 1s 
identical with that reported to the Se- 
curities and Exchange Commission; an 
also by pointing out the similarity that 
exists between reported income ovet 4 
period of years, and income as audited 
by the Bureau of Internal Revenue and 
used as a basis for federal income taxa- 
tion. For example, the experience of 
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Harvester during the past 11 years 
ended October 31, 1946, has been that 
in four years the book income before 
federal income taxes was greater than 
the taxable net income; and in seven 
years the taxable net income was the 
greater. The difference between the to- 
tals for the eleven year period is re- 
markably small, the total taxable net 
income being .6 of 1 per cent. less than 
the total book income before tax provi- 
sions. Where material differences exist 
between book and taxable income over 
a period of years such differences should 
be readily explainable. 

A positive idea of a slightly different 
character is that contained in material 
designed to prevent wrong inferences 
which might otherwise be drawn from 
the figures of the report and which 
might lead to the formation of conclu- 
sions unfavorable to the Company on 
some particular phase of the business. 
As an example, the Harvester Company 
has in the past been criticized for ex- 
porting farm machinery to foreign 
countries in years such as 1946 when 
there was a large unsatisfied demand in 
this country. To attempt to forestall 
such criticism, we included in our 1946 
report a graphic representation of the 
proportion of exports to total company 
sales for a period of recent years as com- 
pared with certain past periods. In or- 
der to reinforce the point we were try- 
ing to make by this presentation, we 
subsequently put out similar informa- 
tion in somewhat more detail, in the 
form of a dealers’ news letter. To this 
we received a universally favorable re- 
action from our dealers as it gave them 
a specific basis for combating com- 
plaints they were receiving from farm- 
ers. 


Two DIFFICULTIES 


The conscious treatment of the an- 
nual report as a public relations docu- 
ment compels recognition of two prin- 
cipal difficulties. 

The first of these is that the annual 
teport is read by relatively few of the 
potential readers. We had a survey 
made in 1944 by an outside firm in an 
effort to determine how many stock- 
holders and employes read the Har- 
vester report. This survey indicated that 
probably not more than 10 per cent. of 
each group read the report with any de- 
gree of thoroughness. I am sure that is 
characteristic of most annual reports. 
We have already discussed the many 
means adopted to enhance the reada- 
bility of these reports and the only 
point here is thet in the treatment of 
subjects with public relations import we 
Should strive to gain new readers and 
hot repel those we already have. I think 
this situation might be likened to news- 
Paper reporting. I believe the dispatches 
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of the Associated Press and other simi- 
lar services are quite generally held in 
high esteem and accorded almost uni- 
versal respect by the public. This is 
doubtless because they are written with 
the one idea of presenting facts un- 
colored by the thoughts and feelings of 
the reporters and of the issuing newspa- 
pers. An objective presentation of this 
kind is necessary to avoid creating a 
feeling of resentment and thus narrow- 
ing the circle of readership of annual 
reports. This objectivity in presentation 
is however not easy to maintain in an 
annual report when it is consciously em- 
ployed as a public relations document. 

The second difficulty referred to 
above is that which pertains to the se- 
lection of the proper material for inclu- 
sion in the report. This would appear to 
be something which each company must 
decide for itself in view of the circum- 
stances surrounding its operation. Gen- 
erally speaking a subject which is of 
continuing interest over the years should 
not be introduced in one year when it 
might point up a circumstance extremely 
favorable to management's position 
and then be dropped in a succeeding 
year when it might show a contrary re- 
sult. 


EXPLAINING PROFIT NEED 


We have not done much in Harvester 
annual reports in the matter of spelling 
out general economic principles. Rather 
we have attempted to do this by letters 
to our employes on occasions when 
there has been a direct application to our 
own affairs. We are not opposed in 
principle to the use of the annual report 
for this purpose although we do feel 
that some subjects better lend them- 
selves to inclusion in the report than 
others. For example, we feel a type of 
information quite appropriate is that 
designed to combat the notion that 
there is something reproachful about 
corporate profits and that such profits 
are excessive. In this respect, we feel 
that it is the ratio of profit to invest- 
ment that is significant and that should 
be stressed. If total amounts are dealt 
with they should be brought down to 
the proper perspective. This could per- 
haps be done by reducing them to a per 
capita basis and by showing the amount 
per average employe. Closely related to 
and supplementing this point is infor- 
mation explaining the economic neces- 
sity for a rate of profit high enough to 
keep capital attracted to the business. 

An example of a subject concerning 
which we feel there might be some 
question as to propriety of inclusion in 
the annual report is that of productivity 
of labor in a particular company and 
the corresponding effect on wages. This 
is a highly controversial subject and dis- 
sertation thereon would probably prove 
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provocative and futile and therefore of 
doubtful wisdom. On the other hand, 
general discussion of this subject with 
changed emphasis seems to me quite 
proper at a time when heavy expendi- 
tures for new tools and equipment are 
pending. 

An example of a subject that defi- 
nitely should not, in my opinion, be in- 
cluded in an annual report is an em- 
phatic comparison between the amount 
of dollars paid out as payroll in a single 
year and the total dividend payments 
for that year. This naturally varies so 
much between companies and even 
within one company from year to year 
as inventories are built up or reduced 
and as own manufacturing is substituted 
for outside purchases or vice versa, that 
it can have no real significance if con- 
fined to a single year and it does not 
seem good judgment to stress it. If, on 
the other hand, the above factors re- 
main constant, a comparison for a pe- 
riod of two or more years should prove 
significant and interesting, and I would 
approve of such a presentation with the 
understanding that it would be con- 
tinued from year to year regardless of 
the direction of the trend of ratios that 
it revealed. 

It should be recognized, of course, 
that no published presentation regard- 
less of form, content, or treatment can 
entirely replace the definite opinions 
built up by a company’s policies and 
practices in the shops and offices where 
employes work; and at the sales outlets 
where customers are contacted. In cases 
where such opinions may be unfavor- 
able, however, it is possible that they 
can be influenced to some extent by a 
good job of annual reporting; and 
where they are already inclined to be fa- 
vorable to the company a good annual 
report presentation will undoubtedly 
make them more so. 

In any event it is not enough to rely 
upon the annual report alone to dis- 
seminate the positive ideas regarding 
business which are considered of impor- 
tance from a public relations stand- 
point. Full advantage should be taken 
of all supplemental means of making 
the annual report as completly effective 
as possible. 


EMPLOYES REPORTS 


As one attempt in this direction some 
companies, including Harvester, have 
tried the use of special employes’ re- 
ports. We began using such reports in 
1936 feeling there were certain items of 
information which employes should 
have about the business but which at 
that time seemed inappropriate in the 
stockholders’ report. During the years 
following, however, we, in common 
with most companies, found ourselves 
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Full Productivity and Lower Costs Through 


Labor and Management Understanding 
By John H. MacDonald 


The subject of this paper is certainly all 
inclusive and could be interpreted to call 
for comment on almost any aspect of to- 
day's business and political situation. 
However, having been handed the subject, 
I shall endeavor to discuss it with you 
briefly under its two obvious sub-head- 
ings; first, where do we stand today with 
respect to productivity and second, how 
can labor and management cooperate more 
closely to increase output. In addition, I 
shall have a few words to say about the 
part which government can play as a third 
and equally important element in bring- 
ing about such cooperation. 

By productivity, as you appreciate, we 
mean output, in physical units, per man- 
hour. Of course, an increasing or decreas- 
ing output of goods per man-hour does 
not necessarily mean a higher or lower 
personal efficiency on the part of the 
worker. As a matter of fact, the long-term 
upward trend of production per man hour 
in this country has been mainly due to 
technological progress. Over the shorter 
period, however, there is a significant re- 
lationship, as we all know, between how 
much effort the worker puts into his job 
and what comes out in the form of fin- 
ished product. 

To get a rough idea of where we stand 
today, let us look briefly at some of the 
pertinent statistics and compare them with 
the situation that existed before the war. 
Taking the figures for February, which 
are the latest available, as this paper is be- 
ing prepared, we find that the physical 
voiume of factory production was 70 per 
cent. above 1939 and that the number of 
factory production workers had increased 
50 per cent. In addition, these people are 
now working slightly over 40 hours a 
week, on the average, against about 3714 
hours back in 1939, an increase of 614 
per cent. All told, therefore, we have had 
an increase of some 60 per cent. in man- 
hours worked against an 80 per cent. in- 
crease in production—a net increase of 12 
per cent. since 1939. 

If past experience is any guide, this is 
something to be concerned about. From 
1909 to 1939 there was an increase of 
about 3 per cent. in output per man-hour 
on a compounded-annually basis. Thus 
during this time we should have had an 
increase of between 25 to 30 per cent. in 
productivity. But as I have indicated, in 
the past eight years there has been a gain 
of only 12 per cent. 

However, much the same thing hap- 
pened during the first World War. After 
a normal rise from 1909 to 1914, produc- 


tivity levels were a shade lower in 1919 
than in 1914. From 1919 to 1928, how- 
ever, output per worker rose 72 per cent. 
and in the next ten years it went up an- 
other third. 

During the second World War, of 
course, we made stupendous forward 
strides in efficiency in certain industries. 
In shipbuilding, for instance, labor re- 
quirements per ship dropped from 1,150,- 
000 man-hours in December 1941 to ap- 
proximately half a million man-hours in 
December 1944. Aircraft. manufacture, 
like shipbuilding, went from a custom- 
built to a mass-production basis with all 
the resulting economies. 

With the end of the war, however, 
these gains have largely disappeared. For 
example, Mr. George T. Christopher, 
president of the Packard Motor Car Com- 
pany, reported at the annual stockholder’s 
meeting on April 21 that labor efficiency 
is now about 10 per cent. below 1941. 
Some months ago Henry Ford II was re- 
ported to have said that the productivity 
of labor in the Ford plants had declined 
34 per cent. since 1941. 

On the other hand, substantial progress 
is being made on the technological front. 
At the end of last year expenditures for 
durable goods were running at an annual 
rate of 15 billion dollars or at least 50 
per cent. higher than in any preceding 
year. 

The effect of these enormous new in- 
vestments will be showing up soon in the 
form of increased productivity and lower 
costs. 

Unfortunately, the outlook with respect 
to the personal efficiency of workers is not 
so encouraging. The March statistics 
showed that there were then some 5814 
million persons in the civilian labor force. 
For all practical purposes, therefore, we 
were then at what is thought to be the 
goal of so-called full employment— 
namely, 60 million jobs—since given free- 
dom of movement from job-to-job, there 


are normally at least 2 million persons al- 
ways on their way from one job to an- 
other. Incidentally, if you are interested 
in a long range, authoritative preview of 
what economic life in the United States 
during 1950-1960 will be like if we suc- 
ceed in maintaining high level employ- 
ment, I suggest you obtain a copy of a 
study just completed by the Twentieth 
Century Fund, entitled “America’s Needs 
and Resources,” or read the excellent sum- 
mary of it which appeared in the April 26 
issue of “Business Week.” 

Now one of the basic problems of full 
employment in the past has been an ap- 
parently inevitable decline in labor disci- 
pline during such a period, which in turn 
has resulted in lowered petsonal efficiency 
on the part of workers. Unquestionably 
we again face this problem today, since an 
average worker will put forth less effort 
to hold his job in time of full employ- 
ment when he knows that he can move 
on to something just as good—or even a 
bit better—should he be fired. 

In this situation it is pertinent to ask 
what management can do, what /abor can 
do, and what government can do to in- 
crease productivity. 


MANAGEMENT'S ROLE 


First as to Management. Back in the 
19th century when industrial England was 
in its prime, it was thought necessary to 
have a reserve ‘army of unemployed” in 
order to keep wages down and production 
up. We certainly cannot accept that phi- 
losophy today. We must convince the 
worker that in giving his best efforts to 
his job, he is working in his own interest. 

There is no cheap and easy solution to 
the problem of securing from the em- 
ployee that highly important additional 
output which he can contribute or with- 
hold at will. For certain companies and 
industries, the incentive wage system 
seems to be the answer. Mr. J. F. Lincoln, 








PRIVILEGES VS. RESPONSIBILITIES 


With a new set of rules for labor-management relations, as embodied in the 
recently-enacted Taft-Hartley Act, both labor and management must, in the | 
words of Mr. MacDonald, “adopt the philosophy of equal and just treatment” 
in order to gain “true cooperation ....and thus greater productivity.” The au- 
thor of this paper, which was delivered before a regional conference of the Na- 
tional Association of Cost Accountants in Rochester, New York, on May 3, is 
president of the Controllers Institute of America, and a vice president of the Na- | 
tional Broadcasting Company, New York. 


—THE EDITOR 


—_ 
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president of the Lincoln Electric Com- 
pany, recently said that over the past 15 
years in his company, the incentive sys- 
tem has more than quadrupled labor's 
wages, prices have been reduced more 
than 60 per cent., the number of people 
employed has more than doubled, and the 
stockholders have received progressively 
higher returns. Similarly, the Bundy Tub- 
ing Company, which in December, 1945, 
was on the verge of suspending certain op- 
erations due to a steady decline in pro- 
ductivity, turned to an incentive plan 
which, it is said, has since resulted in a 
35 per cent. increase in employee produc- 
tivity. 

A recent survey of manufacturers re- 
vealed the four major causes for excessive 
costs to be high priced materials, shortages 
of raw materials, low productivity, and 
inefficient manufacturing methods. 

One of the important practical reasons 
why the program proposed by President 
Truman for voluntary price reductions by 
business has not gained much momentum 
is that present manufacturing costs will 
not permit this step being taken if, at the 
same time, reasonable profits are to be se- 
cured and something is to be put aside for 
the inevitable rainy day. It is incumbent 
upon all business men, and especially on 
corporate accounting and financial officers, 
therefore, to redouble our efforts to re- 
duce costs. Inquiries concerning cost re- 
duction may well cover not only manufac- 
turing operations but also such activities 
as advertising, sales and merchandising, 
foreign sales, engineering and design, in- 
dustrial relations, and office systems, rou- 
tines and methods. 

Another very constructive contribution 
which both general management and fi- 
nancial management can make in this 
broad area of labor-management coopera- 
tion is to bring about a better understand- 
ing on the part of both the public and 
workers of the elementary economics of 
business, as well as of company financial 
teports. I realize, of course, that many ef- 
forts, some of which have been well 
worthwhile, already have been made along 
these lines. However, the recent survey, 
entitled ‘‘The Public’s Acceptance of the 
Facts and Figures of Business Account- 
ing,” by The Controllership Foundation 
—the research arm of the Controllers In- 
stitute of America—reveals such startling 
misconceptions about company financial 
statements and profits as to make clear 
that we still have a long, long way to go 
on this score. . 

(A report of the Controllership Foun- 
dation’s findings was published in “The 
Controller” for May, 1947—The Editor.) 


LABOR’S RESPONSIBILITY 
We come now to the second question : 


what can labor do to increase productivity 
and thus to better our economic health? 
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You will recall that last year a large 
part of labor rejected a compromise offer 
of a 15-cent-an-hour wage increase and, 
for the sake of a mere 314 cents more, 
stopped production in the great round of 
major strikes that tied up virtually the 
entire national economy for months, and 
forced up production costs and selling 
prices. Unfortunately, there has been a 
continued adherence this year by the un- 
ions to policies of restricted output, even 
in a time of labor shortage, which has had 
an obvious effect on costs and prices. In 
addition, in some quarters the idea per- 
sists that the function of a union is to get 
its members something for nothing, such 
as ‘‘more pay for less work,’ or to do 
everything possible to bedevil manage- 
ment and stop or slow down production. 
Such a philosophy requires immediate re- 
versal in the interest of full production 
and better cooperation with management. 





J. H. MacDonald Appointed NBC 

Administrative Vice-President 

Following the regular monthly 
meeting of the board of directors 
of the National Broadcasting Com- 
| pany, on August 1, it was 
announced by Niles Trammel, 
president, that as a result of a 
realignment of the National Broad- 
casting Company's executive or gani- 
zation, John H. MacDonald, for- 
merly vice president in charge of 
finance, had been appointed admin- 
istrative vice-president. Mr. Mac- 
Donald will have charge of finan- 
cial and budget matters, and will 
supervise the following depart- 
ments: Treasurer's, Controller’s, 
Personnel, General Service and 
Guest Relations. Mr. MacDonald is 
currently completing a year’s term 
as preside of the Controllers In- 
stitute of America, in which he is 
holder of membership certificate 
number 56, by virtue of election in 
March, 1932. 











Labor also must be sincere, honest, and 
realistic, and not make ridiculous demands 
which both it and management know full 
well it never expects to obtain. For ex- 
ample: In one case with which I am fa- 
miliar a union recently made initial de- 
mands which would have resulted in a 
75 per cent. increase in cost but which 
were ultimately settled for 20 per cent. 
Another union in the same field de- 
manded salary increases and working con- 
dition changes which would have in- 
creased costs 85 per cent. Within a week 
these demands were reduced to a flat 20 
per cent. across the board. The union fi- 
nally settled for slightly less than 10 per 
cent. 








451 


In contrast to the foregoing, a specific 
example of what appears to be an almost 
ideal labor-management relationship is il- 
lustrated by the situation at the Waltham 
Watch Company, as reported in a recent 
issue of the “Management Review,” the 
monthly publication of the American 
Management Association. 

Under the banner headline, “We are 
proud to work at Waltham,” a paid ad- 
vertisement sponsored by the American 
Watch Workers Union (Waltham Divi- 
sion), explains why Waltham workers 
feel that way. 

Recognizing that a cooperative union- 
management drive for greater production 
at lower unit cost is essential to the sur- 
vival of the American watch industry in 
the face of Swiss competition, the union 
has publicly declared its intention to do 
its full part. Waltham workers have no 
intention of pricing themselves out of the 
market by demanding wage increases un- 
accompanied by increases in dollar volume 
of production; to have more, says the un- 
ion, workers must produce more. The text 
of the advertisement says in part, 

“Working conditions are good. The pay is 

good. Management understands the problems 

of labor, and labor understands the problems 
of management. We know that to “have” we 
must “produce” and that which we produce 
must be better than the product of our com- 
petitors. We are all agreed on that philoso- 


phy and have mutually pledged ourselves to 
greater production.” 


Finally, we come to the question: what 
can the government do to bring about 
fuller production through closer coopera- 
tion between management and labor. 


GOVERNMENT LEADERSHIP 


Government responsibility is to pro- 
vide leadership for effective labor-manage- 
ment cooperation to reduce prices through 
increased productivity; to nullify the ef- 
forts of Communist trouble-makers in 
Government and labor to sabotage indus- 
trial peace and promote class war in its 
place; to maintain a fair and workable 
supervision over both labor and manage- 
ment; to prevent monopolistic practices 
that limit production and raise prices; to 
reduce Government spending and taxa- 
tion; and to instil public confidence in 
business. 

The following quotation from a recent 
article by David Lawrence states the case 
so clearly that it is worth repeating here. 

‘A strange psychology has been built 
around the effort to enact legislation regulat- 
ing labor relations. 

“The labor bill recently passed by the 
House of Representatives by a 3 to 1 ma- 
jority has often been described as severe or 
tough. Such phrases emphasize the erroneous 
habit of thinking that has been formed under 
the New Deal. Whatever tends to remove the 
severe restrictions imposed on employers is 
now called destructive of liberty or anti-la- 
bor. 

“The truth is that the Wagner labor rela- 
tions act was the most restrictive measure 
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ever enacted effecting labor-management rela- 
tions. 

“Under the 5 to 4 decision of the Supreme 
Court upholding the act and under the broad 
discretion then assumed by the National La- 
bor Relations Board, scarcely a week passed 
when the board did not issue a decision that 
really made new law. 

“For nearly ten. years the labor board, and 
not Congress, has been making the pro-labor 
laws. Now when Congress—which at last 
realizes that it granted a blank check on la- 
bor relations when it passed the Wagner Act 
—undertakes to prescribe standards and 
Specify just what an employer or union. can 
or cannot do, the left wing cries out in hor- 
ror that the clock is being turned back to 
reactionary days. 

“The left wing today insists on the right 
of monoply for a labor union. It calls any 
limitation on the right to strike involuntary 
servitude. The right of an individual to work 
or not to work 1s the cardinal right of all. 
When two or more individuals band to- 
gether, however, to coerce or intimidate or 
even to persuade others to quit work, this is 
a questionable right which the Constitution 
will protect only as long as exercise of the 
right does not damage the interests of other 
citizens by depriving them of necessities. 

"To band together as employers and fix 
prices or gobble up competitors is acknowl- 
edged to be monoply, but for a group of 
citizens to form a labor-union monopoly and 
to control whether men shall or shall not 
work, as John Lewis does with the nation- 
wide miners’ union, does not seem to impress 
the left wingers as being a monopoly. Nor 
do they concede that there is any involuntary 
servitude when a miner is bound by his un- 
ion’s closed shop and can be read out of the 
union. and deprived of a job if he refuses to 
obey Lewis. 

"To establish justice in these matters is 
not to pass a tough bill but to apply reforms 
which have been long overdue. To be sure, 
the House bill has some faults, but its main 
objective is to correct inequities in existing 
law—not really to introduce new law. An 
accurate description is to say the new House 
bill attempts to equalize economic power 
thrown out of balance through the one-sided 
Wagner labor relations law.” 


It is hardly necessary to tell you that 
the Wagner Act failed either to diminish 
industrial disputes or to protect adequately 
the rights of minority labor groups. Last 
year 116,000,000 man-days of work were 
lost at the very time when a great. increase 
in peacetime production was vital as a 
stimulus to postwar reconstruction both at 
home and abroad. The result of the wage 
price spiral has been that the best-paid un- 
ions—Mr. Reuthers’s automobile workers 
and Mr. Murray’s steel workers among 
them—have set the pace for additional 
wage increases. The inevitable result has 
been higher prices for the less strongly or- 
ganized unions and for the great mass of 
unorganized people who live on fixed in- 
comes. Each round of this continuing 
process—with Mr. Reuther and Mr. Mur- 
ray regularly demanding new wage in- 
creases to enable their already favored 
gtoups of workers to “catch up” with 
price increases which their own action has 
so largely brought about—puts the great 
unorganized majority of workers at a fur- 
ther disadvantage. 

The result of these various influences 





operating on American public opinion is 
the Taft-Hartley bill which the House and 
Senate recently enacted over the Presi- 
dent’s veto. , 
Recently I attended the semi-annual 
dinner of the Academy of Political Sci- 
ence in New York. One of the speakers 
was Dr. Oliver Carmichael, President of 
the Carnegie Foundation. In his address 
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he said, Today rights and privileges far 
too often are thought to be more impor- 
tant than duttes and responsibilities.” 

Only when we reverse that point of 
view and adopt the philosophy of equal 
and just treatment for both business and 
employees shall we have true cooperation 
between management and labor and thus 
greater productivity. 


Postwar Economic and Social Heritages 
Abroad Outlined by S. W. Duhig 


Pointing out that Great Britain is in 


the most serious economic crisis in her 
history and that “this almost insurmount- 
able problem has to be thought of as owr 
problem,” Stanley W. Duhig, a member 
of the Advisory Council of the Controllers 
Institute of America, declared at the re- 
cent conference of controllers at French 
Lick Springs, Indiana, that the real chal- 
lenge to the United States is “to maintain 
our position as a leader in the world we 
are facing and make it a fit place for our 
children to live in.” 

Mr. Duhig, who is vice president and 
treasurer of Shell Union Oil Corporation, 
New York, and vice president of Control- 
lership Foundation, Inc., returned in the 
early summer from Great Britain and Ire- 
land, this being his second trans-Atlantic 
business trip since the close of the war. 

In the presentation of his observations 
while abrord, Mr. Duhig pictured, with 
many significant details, the straitened cir- 
cumstances of Great Britain and its peo- 
ple, as well as the economic and social 
and psychological heritages of the war 
years. He cautioned that if we “isolate 
ourselves on an island of prosperity while 
the rest of the world starves, we shall 
soon have the starved peoples ganged up 
against us.” Ww 

In his concluding remarks, Mr. Duhig 
touched on conditions within the Euro- 
pean continent, referring particularly to 
“the incredible story of strong-arm work, 
gangsterism and deception. Forces are 
again at work abroad and also here at 
home, resentful of every Christian princi- 
ple and peaceful hope that we have 
learned to love. Their feverish aim is to 
split us from our Western Hemisphere 
neighbors on the north and on the south 
and from our traditional allies round the 
world. And we are not alert. Hardly any- 
one, including myself, is going to take the 
trouble to read through John Gunther's 
1,000 page tome entitled Inside U. S. A. 
but we can use it as a reference book 
about ourselves. We may not agree with 
all his conclusions, but we will get this 
out of it—that this country’s future de- 
pends on its foreign policy more than on 
any other factor, and this country hasn't 
world sense because it does not know its 
own purpose. 


“Make a little note to read, if you 
haven't already read, The Scared Men in 
the Kremlin by John Fischer,” Mr. Duhig 
advised. ‘‘It is short and you don’t have to 
agree with every phase of his approach,” 
but at the end he lists a few simple princi- 
ples which have been stated over and over 
as underlying the defense of our homes 
and the protection of our peace of mind. 
Mr. Fischer says: 

“These principles are not the outcome 
of any political theory nor the property of 
any one party. They would hold true 
whether Czars or Communists sat in the 
Kremlin. They would still shape Ameri- 
can policy if Germany, Japan, or some 
other nation were the dominant and ex- 
panding force of the Eastern Hemisphere 
rather than Russia. They spring from the 
unchanging facts of geography and na- 
tional power, and they will be upheld by 
whatever party is responsible for our gov- 
ernment, so long as it has any regard for 
the long-range security of the American 
people. 

"In the future, U.S. foreign policy will 
no longer rest in the hands of Washing- 
ton. It will depend on the energy, fore- 
sight and responsible behaviour of the 
whole body of American citizens. Every 
investor, corporation director and trade- 
union leader will be making foreign pol- 
icy in the day-to-day handling of his busi- 
ness. And if our economic leaders are 
really serious in their opposition to Com- 
munism, they will waste no time in get- 
ting together to figure out means of avoid- 
ing another depression. If they let it 
happen, they not only will ruin them- 
selves; they will betray the whole West- 
ern world in the bargain.” 

Da * x 

“There is an average investment of 
$6,000 per job in American industry to- 
day. Included in the average $6,000 1n- 
vestment per job is power equipment 
equivalent to 71/4 horsepower per worker. 
Just think what this means to productivity 
per worker. One man’s muscle power 1s 
equal only to 14 horsepower. Therefore, 
with 714 horsepower behind each man, tt 
means that each worker has at his disposal 
the muscle power of nearly 60 men.” 

—Management Information 
Elliot Service Co., Inc. 
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The Outlook for ’47 and ’48 


Every war has ended in inflation, and 
every inflation ends in reaction. For seven 
years, counting from the first defense pro- 
gram after the fall of France in 1940, the 
economy of the United States has been 
dominated by inflationary influences. I 
think we realize today that the effect of 
these inflationary influences has at last 
begun to subside, and that the influences 
themselves are burning less brightly. 

The turn in stock and bond prices 
came in 1946. The turn in furs, for ex- 
ample, in liquors, in luxury and semi-lux- 
ury products of all kinds came in the fall 
of 1946. Many of us thought that the 
turn in agricultural products came in the 
fall of 1946. Government buying for ‘ex- 
port, to feed starving peoples, reversed 
that trend in January of this year and 
gave us another rise, a sharp one that ran 
into the middle of March. But now that 
is over with. The rise is wiped out and 
those prices are down again below their 
January levels. 

I think we can say that in series, one 
after another, we have gone over the 
peak of the manifestations of inflationary 
influences in prices. I believe that even 
in the broad wholesale price index, that 
covers 900 commodities, we have now 
gone over the peak. I am convinced that 
we have gone over the peak in basic com- 
modities generally, although doubtless 
there will prove to be specific exceptions. 

I suspect we have gone over the peak 
in the cost of living, which in April of 
this year was fractionally below the figure 
for March, and which stands at some- 
thing like 50 per cent. above the 1939 
average. 

The fundamental cause of this price 
increase, the fundamental inflationary 
influence, is the tripling of the money 
supply, meaning bank deposits subject to 
check and currency that is outstanding out- 
side the banks. As a result of the bor- 
rowing of the government from the banks 
during the war, these deposits were cre- 
ated. The goods they paid for, when the 
government first spent them, have dis- 
appeared, but the money supply has re- 
mained. 

At the same time there were deferred 
needs of all kinds, the wants of an active, 
ambitious, and vigorous people, that had 
to be satisfied. People had the money to 
do it. Their money was backed by liquid 
savings of unparalleled magnitude in the 
shape of war bonds, time deposits and 
other assets, which could have been con- 
Vetted into money if the occasion arose, 
as it did in some places. The pressure of 
money on inadequate supplies of goods 
Was responsible for lifting the general 
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price level in terms of wholesale com- 
modities, over-all, some 90-odd per cent., 
and in terms of the cost of living, which 
includes rents and utility services, more 
than 50 per cent. 

Now this inflation, as with all other 
inflationary spirals of the kind, has pro- 
ceeded unevenly. Many prices have gone 
up more than other prices. Every price 
in last analysis is someone’s income. So, 
as prices have gone up unevenly, incomes 
have gone up unevenly. That is the key 
to the situation in which we find our- 
selves today. The trouble is not that the 
price level has risen, but that prices and 
incomes have risen unevenly. We have 
reached a point where, with increasing 
supplies of goods coming on the market, 
pipe lines filling, inventories accumu- 
lating, too many people lack the purchas- 
ing power to buy the products of other 
groups of people. 


How INFLATION ENDS 


We ought to reflect a moment on how 
these inflationary movements come to an 
end. One way is that the money runs out; 
the ability of businesses to finance the 
flow of production and trade at the 
higher price level becomes exhausted. The 
ability of banks to support them, and to 
supply them with additional working 
capital in the form of bank loans, be- 
comes constricted. 

That is not happening in this present 
situation. I shall refer later to that and 
say that the banking situation, the finan- 
cial picture generally, is an element of 
strength and support in this situation, and 
not an element of basic weakness. 

Another way in which these booms 
come to an end is through the impact of 
some extraneous influence such as, for 
example, a considerable change in our 
export-import balance, or a sharp decline 
in exports, and a subtraction thereby of a 
certain amount of sales and purchasing 
power from the economy. It may come 
about through some extraneous thing that 
affects investment decisions, causes peo- 


ple to pull in their horns and postpone 
and defer their projects. 

I should like to say here that I think 
the immediate situation is relatively free 
from that sort of influence also. 

What is bringing this price rise, this 
manifestation of inflation, to a close is the 
distortion and maladjustment that has 
been created, due to the unevenness of 
the rise while it has been going on. If I 
am correct in that, if we analyze the situ- 
ation in those terms, we have some indica- 
tion of the nature and kind of correc- 
tions that we need. We also have some 
indication as to the nature of corrections 
we do not need,—corrections we may 
think we need by reasoning from analo- 
gies of the past, but which do not appear 
in the present situation. 

With reference to 1920-1921, to which 
so many people are looking backward 
now, I am one of those who think that 
the dissimilarities between 1920 and 1947 
are just as great, are just as important in 
the picture as the analogies which can 
be found. It is an unsound aralysis of our 
present condition and prospects, merely 
to go back over the history of that earlier 
post-war period, and to start the charts 
at the same point, and look at the lines 
and say, because the line did this in 1920, 
it is going to do it again in 1947. 

Our fundamental trouble is that some 
prices are too high for the purchasing 
power of some people. Prosperity de- 
pends upon the diffusion of it. It de- 
pends on the sharing of it over the coun- 
try. Today we could lay out a scale, and 
over on one side put the farmer with an 
increase of 200 per cent. in cash income, 
as compared with 1939, and over at the 
other extreme, put the person living on 
a fixed income today, and whose purchas- 
ing power has been cut by half through 
decline in the money rate return on his 
investment, end through decline in the 
purchasing power of money after he gets 
it. 

Between those extremes, we would 
have all sorts of graduations. Somewhere, 
over by the farmer, would be the indus- 








LOOKING FORWARD 


As the domestic economy prepares to swing into the Fall season, it is well that 
we review the recent past as a guide to present and future business trends and 
conditions. Mr. Temple, who delivered this paper at the Midwestern Conference 
of Controllers, on May 20 in Pittsburgh, is well equipped as our reviewer and 

| forecaster, being vice-president of the National City Bank of New York, and in 
| charge of its widely read monthly economic review. 


—THE EDITOR 
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trial laborer, whose money wages— 
weekly, hourly—have almost doubled as 
compared with 1939. Further over, to- 
ward the fixed income people, we would 
have the white collar class, whose income, 
by and large, does not show any such in- 
crease as 80 per cent. or 90 per cent. 

This disparity of prices and income has 
meant that the average buyer is paying 
today a wholly abnormal percentage of 
his income for food and for clothing. A 
smaller percentage is left for the non-cost 
of living items, the things which are a 
cut above the mere food-and-clothing- 
and-shelter kind of living standard. 

Another kind of maladjustment created 
by inflation is the rise of production costs, 
which comes about through the rise in 
money wages in excess of any increase 
in productivity or man-hour output on 
the part of labor. That is, as you will 
gather, something very similar to the 
fact that prices are out of line, because 
those costs are prices, and are so reflected. 

We have had an accumulation during 
the period of hidden price increases, 
which take the form of diminished qual- 
ity, diminished utility. We have had a 
falling away from the close alignment of 
production with the wants and demands 
of the consumer. That is, I think, almost 
the definition of a seller's market, that 
the consumer takes what you give him in- 
stead of what he really would ask for 
under normal competitive conditions. 

Inevitably we have, creeping into these 
inflationary periods, a seepage of waste, 
of inefficiency, of cost increases. We have 
an entry into business of incompetent and 
inexperienced people who start more than 
they can possibly finish. We have over- 
duplication of productive facilities in 
various new lines that seem attractive, or 
the kind that can be put into operation 
with relatively small capital. 

We have had, in the course of six 
years of inflation, and of sellers’ markets, 
a good many structural changes in busi- 
ness which are designed to take advantage 
of a particular situation. For example, in 
the cotton goods industry, an integration 
forward and backward has taken place 
for various reasons appropriate to the 
time,—on the part of some to get supplies 
and on the part of others to get outlets. 
These changes may be wholly inappropri- 
ate when normal peace time competitive 
conditions return. 

There are many things, therefore, on 
which I have touched only briefly, which 
accumulate during seven years of inflation, 
and which pile up to a point where they 
begin to break down of their own weight. 

We must ask ourselves today, in look- 
ing to 1947 and 1948, whether we are 
going to correct these maladjustments and 
move back to some safer, sounder level, 
without recession, with a mild recession, 
with a moderate recession, with a minor 
depression, or with a genuine real, diffi- 


cult and troublesome depression? Those 
are the questions that really face us. 

There is no denying that the maladjust- 
ments are there. There is no denying that 
the economy as a whole, and business, in 
its own internal organization, faces the 
necessity for changes to meet new peace 
time competitive conditions. I think I 
might more appropriately have said this 
six months ago. The need has been faced, 
and the changes are going on. 


WARNING’S EFFECTS 


Now I take a fairly optimistic view as 
to the ability of business and the economy 
to make these adjustments without falling 
into a real or severe depression, and there 
are several points I would make in that 
connection. In the first place, we have not 
marched blindly up to this precipice. We 
had warning in September of 1946, with 
a violent break in the stock market which 
caused a soul-searching inquiry as to the 
state of the economy, and among business 
men, as to the state of their own business 
and their own organizations. 

I do not go so far as to claim that this 
soul-searching inquiry has produced all of 
the curative measures that are needed. 
Nevertheless, I hold it is of significance 
that the inquiry has been going on, and 
that inventory balancing is the aim and 
objective of people today, and that con- 
servative forward buying policies have re- 
placed venturesome forward buying poli- 
cies. I should not say venturesome, for 
they were not that at the time. They were 
realistic. But conservative buying policies 
have replaced the long forward commit- 
ments that were the rule. 

My second point is that the corrections 
which must be made can be made in an 
extraordinarily favorable environment. 
First, let me refer again to the financial 
situation and the monetary situation. In 
1920 the banks were heavily in debt to 
the Federal Reserve banks, and for the 
purpose, by and large, of making loans 
which were represented by commodity in- 
ventories not only in this country, but 
over the world. 

The reserves of the Federal Reserve 
System became strained. For its own pro- 
tection it was compelled to adopt a restric- 
tive money policy with repeated advances 
in the re-discount rate, and genuine liq- 
uidation of bank credit occurred in that 
period. It meant the calling of loans, it 
meant the liquidation of commodity in- 
ventories, and it meant, as I said happens 
sometimes, that the boom ran out because 
of the inability to finance further expan- 
sion. 

That situation does not exist today. The 
banks have reserves to make loans to good 
borrowers, if they come forward. That 
they will do so cautiously, having an eye 
on the price structure, J think must be as- 
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sumed. But money shortage is not in the 
picture. The reserves of the Federal Re- 
serve System are not under strain, and it 
is inconceivable to me that we shall see 
recourse to a real tight money policy. 

Second, the capital goods industries 
seem to me to held little danger of severe 
and sudden reaction. I need only mention 
a few industries, such as utilities equip- 
ment, railroad equipment, farm equip- 
ment. Whole segments of the capital 
goods industry today are in a strong po- 
sition, and at a time when corrections have 
already started in some minor parts of the 
economy, we are assured of the support, 
as we go along, of major segments of the 
capital goods industries. I thoroughly be- 
lieve that the basic cause of cyclical fluc- 
tuations in business is the fluctuation of 
the capital goods industries; that no de- 
pression which originates in soft goods 
will run very far, or be very deep in ex- 
tent, if the capital goods industries hold 
up. 
I belong to the school of opinion which 
holds that the automobile industry will 
sell every car it is making in 1947, without 
any difficulty whatever. You may see the 
premiums that are now obtainable, if a 
car is driven around the block, disappear. 
They should. The whole situation will be 
better if they do disappear. But they are 
evidence of the strength of the demands 
and requirements for automobile trans- 
portation that exist. 

The picture, then, is not one of a con- 
centrated and precipitous decline, in 
which everything falls out of bed together 
and falls down sharply, as was the case 
in 1920. Rather it is a staggered kind of 
adjustment, an adjustment which started 
in furs in the fall of 1946, and which I 
think might not hit automobiles until 
some time in the year 1948, if then. So it 
is something that goes along the line, and 
by the time some things begin to go down, 
it is my guess that some of the things 
which started down earliest will have be- 
gun to come up. 

In respect to financial conditions and 
to the capital goods outlook, I think the 
analogy with respect to 1920 and 1921 
falls down rather completely, and there- 
fore, I would not expect to see the same 
kind of reaction. 

Now that leaves us with the question of 
how severe this kind of staggered reces- 
sion may be, even if it is not concentrated 
and precipitous. Well, I think you can 
knock fifteen points out of the Federal 
Reserve index in soft goods. The Federal 
Reserve index is a physical measurement 
of volume of industrial production. Our 
latest figures are close to 190 on the basis 
of 1939 average equals 100, and I can see 
soft goods take a maximum of fifteen 
points out of the index by the end of the 
year. 

I can see other things possibly take an- 
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other fifteen points out although I am a 
little dubious about that. But that would 
give me, in my book, a maximum decline 
from around 190 to 160 in that index for 
this year. I think it continues to 1948. I 
do not suppose 1947 will see the absolute 
“lows” of reaction. 

In guessing at that, I have to take some 
kind of view as to how recovery is going 
to occur. I think it is going to occur, in 
the first place, through corrections of price 
maladjustments which will come, not by 
talking about prices, but through the in- 
evitable compelling influences of competi- 
tive forces. It will be felt in farm prod- 
ucts, and to a lesser extent, in other goods. 

I think recovery will come about 
through the completion, over the next 
twelve months, of the production correc- 
tions in some of the soft goods industries 
which are now finding that pipe lines are 
full. 

But more fundamental than that, I 
think recovery will come about through a 
correction of the extreme cost of building 
that was reached this spring, and which 
finally resulted in an unquestioned buyers’ 
strike against current building costs and 
even against the prices to which some 
existing real estate has risen. I hold that 
the correction of building costs will pro- 
ceed inevitably. It will proceed under the 
influence of an abundant supply of mate- 
tials in relation to the receding demands. 
It will develop from the better organiza- 
tion and planning of building, from the 
handling of materials on the job, and 
from increase in labor productivity which 
will result from that better flow of mate- 
tials, and also from some degree of unem- 
ployment which is already appearing 
there, and which, I think, will become a 
little more pronounced as we go along. 

If we allow anywhere from six to ten 
to twelve months for an adjustment of 
that kind, we have a pattern then on 
which to expect recovery to appear some 
time in the spring of 1948, and that is the 
pattern that I elect to leave with you, sub- 
ject to the qualifications that I made when 
I started. 

It is not the kind of thing that some 
people were looking for after the break 
of the stock market last fall. Many looked 
for a much more rapid move, something 
that would occur entirely within 1947, 
that would see us drop sharply in the first 
part of the year and be on our way up by 
the end of the year. I think that pattern 
has been discarded everywhere. The prob- 
able pattern is more as I have outlined, in 
the staggered, sagging kind. of recession 
that will not be too extreme in produc- 
tion, and perhaps not as extreme in prices 
as many of us are fearing. 

I see no reason to think that we need 
ot must have a major retracement of our 
Price level. The tripling of money supply, 
Which is the key to what has gone on in 
the past few years, is a supporting influ- 
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ence on prices, and if people should elect 
to turn that money supply over faster, it 
would support even higher prices than we 
have today. I do not think, in our plan- 
ning, that we need to visualize major re- 
tracement of that price level. Rather it is 
a problem of working out a new and bet- 
ter balance on a new price level, and a 
higher one. We stabilized at the end of 
the last war at general wholesale prices 
level about 45 per cent. above 1914. We 
do not need to go any further back than 
that in relation to 1939 this time, and I 
rather think we do not have to go back 
that far. 


% FARM TRENDS 


I think there will be a drop in farm 
prices, probably of a magnitude of 15 per 
cent. or 20 per cent. by next spring. That 
is not too bad for the farm income is 
three times what it was in 1939, and I 
think the rest of us need a little relief 
from the cost of living more than the 
farmer needs the continuation of prices 
that he has today. 

But there are supporting influences on 
those farm prices that must not be over- 
looked. The food situation in Europe is 
unquestionably a perilous one. We have a 
crop of possibly a billion, three hundred 
million bushels of wheat coming along 
and whatever surplus there is in that crop 
will be taken off this market and will go 
to feed the people in Europe that need it. 
That crop, in my judgment, is going to 
sell for at least two dollars a bushel. The 
government would support it if it goes 
below that price on the Chicago basis. 
This constitutes a very big backlog of 
farm purchasing power. It is a 15 per 
cent. drop in wheat price, to be sure, but 
it still measures a high degree of pros- 
perity. 

I wish we had some other word for 
what we face here than recession or de- 
pression. I do not know what to call it. 
There are so many things going on that 
are really normal, wholesome, healthy 
things, things that cannot be avoided, and 
we should not try to avoid them or fight 
them. A sellers’ market is an abnormal 
unhealthy thing. A buyers’ market is a 
normal healthy condition, because in buy- 
ers’ markets the force of competition op- 
erates on cost levels. It works to increase 
efficiency, it works to improve man-hour 
output. Those are the things from which 
all progress in the history of mankind has 
been derived. 

What should we call it—readjustment ? 
Some word that will encompass these 
things that mean getting back and accept- 
ing a normal and healthy condition of 
affairs, under which we realize that things 
do not always continuously run our way, 
that we have got to “root hog,” that we 
have to accept our losses as well as we ac- 
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cept our so-called profits in these boom 
times. 

I am inclined to think we talk a little 
bit too much, and think a bit too much 
on the coming recession. I do not think it 
is nearly as basic a problem as the problem 
of the test that will come sometime later, 
when we have made up some of the de- 
ferred needs for capital goods; when we 
have had our building boom rolling for 
two, three or four years, as it may, and 
have the country built up; when the ex- 
port surplus disappears as it inevitably 
must, because we are financing it today 
through loans and through gifts, and we 
can’t keep that up forever. 

We may have a high volume of exports 
based on high imports, on a lot of travel 
by Americans and heavy tourist expendi- 
tures, and on sound foreign investments, 
ineluding industrial investments abroad. 
All these things, however, are in the fu- 
ture, not in the kind of world we see 
abroad today. We must come to the time 
when this export surplus must disappear. 
When we come to the time when our war- 
time technological progress has been in- 
corporated by industry, our obsolescence 
made good, our export surplus dwindling, 
then we will come to a basic test of our 
economic situation. It should be the sub- 
ject of graver consideration to us today 
than whatever buffeting we have ahead of 
us in 1947 and perhaps the first half of 
1948. 

We are going to have another run for 
our free economy and our problem must 
be to make it work and make it run, be- 
cause I suspect that if it does not work 
and run in that more difficult time that lies 
further ahead, it may be about the last 
run for us, that some kind of statism lies 
in the offing, if we do not make it work. 

I do not know what formula or recipe 
or medicine to offer you to make it run. I 
simply say that is where our consideration 
and where our anxiety should be today. 
We need anxiety for this short run, that 
is perfectly true. We must face this 
change of conditions and realize the prob- 
lems that it brings us over the next twelve 
months, but let us at the same time be 
thinking also on the more basic question. 


Urban vs. Rural Incomes 


With high-level economic activity in 
1950, urban per capita cash income will 
reach around $1,220—almost twice that 
estimated for the rural nonfarm popula- 
tion and almost three times estimated per 
capita farm income. A third of urban 
consumer units will be above the $3,000 
level in 1950, but only 13 per cent. of the 
rural nonfarm and 11 per cent. of the 
farm units will be above that level, accord- 
ing to a study entitled “America’s Needs 
and Resources.” 
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Improving Relations Between 
Bankers and Controllers 


At a recent meeting of the Dallas Control 
of The Institute the following observations 
on “Improving the Relationship Between 
Bankers and Controllers’ were presented by 
Mr. Chris Knoerzer, vice president of the Re- 
public National Bank of Dallas. 

—The Editors 


The title, controller, is to many bankers 
somewhat vague and obscure in its full 
meaning. The responsibilities which it 
carries and the exact nature of its duties 
are probably not fully understood in all 
quarters. To many, the term controller 
means primarily what it implies, one who 
controls; just what he controls, and how 
he controls it, is less evident. 

Since being given the opportunity for 
a discussion on this topic, it has been my 
wish to supplement my deep interest in 
your position and its responsibilities by 
further research through questioning and 
through reading. Particularly interesting 
were the recent articles in ‘““The Control- 
ler,” by Gay Carroll, on “The Current 
Problems of the Controller’ (April, 
1947); and by W. M. Padgett on “Or- 
ganization—The Controller as Coordt- 
nator’ (May, 1947), both of which were 
submitted in excellent manner and are 
aids to becoming better acquainted with 
the problems of controllers. 

If we then understand correctly your 
responsibilities, they appear to be divided 
principally into two groups, one of which 
includes the financing of company opera- 
tions, budgets, accounting, internal rec- 
ords, insurance, and such, while the other 
has to do generally with a supervisory 
control of internal operations. Obviously, 
your positions are of prime importance in 
the successful operation of your concerns, 
becoming more so with the growth of 
those concerns. A very high degree of 
ability and integrity are requisites in the 
make-up of a top-flight controller, both of 
which traits are universally respected by 
bankers. Indeed, the controller is in a po- 
sition to add or detract in a very material 
manner from the success of his firm. It 
behooves the banker then, for many rea- 
sons, to gain the acquaintance and confi- 
dence of the controller which, it might be 
added, works both ways; and if we mini- 
mize or do not give considerable attention 
to the significance it plays in influencing 
the placing of bank accounts, it will not 
be because the banker has overlooked this 
highly important point. 

The present generation of bankers has 
turned away from the old concept of mar- 
ble interiors in the bank and marble ex- 
teriors on the part of the bankers them- 
selves. Both banking and business have 
profited by the newer, more wholesome 
approach to the problems of business and 


of those who present them. Any discus- 
sion on the relationship between banker 
and controller would thus be based upon 
a better foundation, a friendly, coopera- 
tive acquaintance and an understanding of 
the problems each has. Perhaps some of 
you would like to have a clarification of 
the responsibilities of the banker, other 
than conclusions based on occasional calls 
from him and even fewer visits in the 
bank by you. The banker is eager to im- 
prove the relationship in any possible 
manner both because of the benefits 
gained by him and those which he hopes 
will inure to you. Rare indeed was the oc- 
casion in former years when you had the 
opportunity to visit with a banker in your 
office where your records were and where 
you had the feeling of confidence which 
any man enjoys on his own grounds. It is 
a good thing for the banker to visit with 
you occasionally in your place, for many 
opportunities are provided him whereby 
he may better visualize your problems and 
the influence they may have directly or 
indirectly on your financial programs. 
Many times the causes of both banker and 
controller have been aided by a visit to 
the plant, a trip over its premises, and a 
discussion with the controller in his office. 
Any opportunity which brings us together 
in a personal visit may be valuable to both 
of us. Naturally, this must be the excep- 
tion and not the rule, because the banker 
must be at his desk as much as possible 
during the day to care for other matters 
coming before him. Many credits have 
been influenced by the closer understand- 
ing gained from such calls, and relation- 
ships have accordingly been improved. 


FINANCIAL DETAILS NEEDED 


In arranging financial programs, there 
must be times when the requirements of 
the bank pertaining to operational data 
include details that seem irksome and un- 
necessary to the controller. This may be 
partially regulated by the frequency and 
extent of your contacts with the bank. 
Some firms follow the custom of supply- 
ing financial information only as loans are 
requested, while others submit audited 
figures annually, showing interim figures 
from time to time, regardless of whether 
they are in debt to the bank or contem- 
plate loans in the near future. This has 
the advantage of maintaining a continu- 
ous record in the files of the bank, sim- 
plifying greatly the bank’s problems in 
supplying the credit desired. Some con- 
trollers go even further and bring in the 
figures themselves, sitting down with the 
banker and reviewing in detail the ele- 
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ments which make up and influence the 
financial statements and operations of 
their firms. Still others use correspond- 
ence, and from the standpoint of the 
banker, there are few better ways to im. 
prove the relationship than to be the re. 
cipient of frequent and generous assist- 
ance from the controller regarding the f- 
nancial condition of his company. Nor 
can it be anything less than gratifying to 
the controller who can discuss with au- 
thority the operations of his company, re- 
ceiving therefrom the plaudits of his 
banker not only on the excellent job done 
by the company but upon that done by 
the controller in his presentation. Let it be 
reiterated, there is no substitute for dis- 
cussion and mutual confidence in the bet- 
tering of relationships between banker 
and controller. It goes without saying that 
many other good things will emanate 
from a more personal acquaintance. You, 
as controller, will become more familiar 
with the services which the bank has and 
gladly makes available to you. As your re- 
lationship with your banker is extended, 
you will have less hesitancy in calling on 
him whom you know personally and in 
whose judgment you have confidence. By 
the same token, you will acquire better 
and more complete information. 


KNow YouR BANKER 


Your banker will receive many inquir- 
ies over a period of time regarding your 
financial strength, the merit of your prod- 
ucts and the ability of your management. 
See that he is in a position to speak from 
knowledge gained firsthand, by observa- 
tion and by acquaintance ; not by informa- 
tion gleaned from trade journals, mercan- 
tile reports, or cold figures alone. Your 
banker, through his varied experience, 
will frequently be in position to offer 
helpful suggestions, for he sees reports 
from many industries in your own field, 
as well as in other lines. Feel no reluc- 
tance in going to him for a frank discus- 
sion of your problems, for through the 
trained analysts at his disposal in the 
credit department, through the specialized 
personnel at other points in the bank and 
through his own summary of the analyses 
of the reports given him, he can provide 
you with specific facts and studied opin- 
ions on the matters under discussion. Con- 
troller and banker have many things in 
common—positions of trust, responsibility 
and importance both in their own con- 
cerns and in their communities. They 
must be men of unimpeachable integrity, 
of high ability, with understanding, dig- 
nity and a sense of humor. They must be 
free from bias, from prejudices, from the 
hampering confines of custom and tradi- 
tion if they are to serve their institutions 
and themselves in a creditable manner. 

Both you and we are members of exact- 
ing professions, and accordingly we are 
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es to meet on common ground with 
mutual friendship and understanding. 
Sincerely, it is the wish of the banker to 
work with you fully and without restraint, 
to render capable and conscientious serv- 
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ice; and you may be assured of his con- 
stant interest in your financial problems. 
He will be equally grateful for your con- 
sideration and cooperation in your deal- 
ings with him. 


Community Property Laws: 
An Old Spanish Custom 


By George T. Holmes 


Mr. George T. Holmes has been execu- 
tive secretary of the Kentucky Tax Research 
Association ever since its founding fourteen 
years ago. Mr. Holmes was born, reared, and 
educated (University of Texas, A.B. 1914; 
LL.B. 1916) in Texas, where the community 
property law is a genuine Spanish antique. His 
observations are reprinted, by permission, 
from “Tax Outlook’ for June, 1947, published 
by Tax Foundation, New York. 

—The Editors 


An optimistic Spanish gentleman 
named Coronado several centuries ago 
wandered over much of our present 
Southwest looking for a fabled city of 
gold. Coronado never found his golden 
metropolis. But he and his countrymen 
unknowingly bequeathed an equally valu- 
able treasure to present-day residents of 
much of the great area west of the Missis- 
sippl. 

This treasure is in the nature of a dis- 
count on Federal income taxes. The peo- 
ple who live where Coronado once trod— 
and the people in several places whose 
laws are written as though he had trod 
there, too—enjoy the well-known com- 
munity property laws. Thus, in ten states 
individual income taxpayers (who are 
married) feel a little less bitter on March 
15 than do their fellow-citizens in the 
other thirty-eight less fortunate states. 

The community property system is sim- 
ple enough. A married couple is consid- 
ered a financial partnership. All property 
—including income— belongs (with an 
exception here or there) to husband and 
wife, jointly and equally. Accordingly, 
John B., a citizen of New Mexico who 
earns $10,000 a year, really owns only 
$5,000 of it. His wife owns the other 
$5,000. And on March 15 John files a 
tax return on a $5,000 income, and his 
wife does the same. They pay taxes on 
two $5,000 incomes, these taxes totaling 
about $1,600. 

But John B.’s brother, Bob, a citizen of 
Wisconsin who also earns $10,000 a year 
and is also married, pays more income 
tax. Wisconsin is not a community prop- 
erty state. Bob and his wife file a single 
income tax return, on a $10,000 income, 
and the tax on that amounts to $1,860. 
Bob is penalized $260 a year because he 
lives in Wisconsin rather than in New 
Mexico. 

The community property system in the 





Southwest and on the Pacific Coast has au- 
thentic Latin origins. There are seven 
states which have community property 
provisions in their laws because their law 
systems were founded by their original 
Spanish settlers. Louisiana’s good fortune 
is based on the old French law system. 

As Federal income tax rates have risen, 
the people in other states have got to 
thinking how nice it would be to have 
laws of Spanish or French ancestry. Okla- 
homa declared itself a community prop- 
erty state, and after considerable battling 
in the courts made it stick. Then Oregon, 
just this year, followed suit. (Hawaii's 
taxpayers enjoy community property laws, 
too.) 

The end result of this is that the money 
saved by taxpayers in the “lucky”’ states 
must be made up by the taxpayers in the 
other thirty-eight. Hence, the complaints 
in thirty-eight states. 

A married couple with no children gets 
no benefit unless their net income is 
$3,000 or more. If they have one child, 
their community property savings begin 
at the $3,500 income level. With two 
children, it begins at $4,000. 

The savings become really substantial 
in the higher income brackets; a $100,- 
000-a-year man in Connecticut or another 
of the thirty-eight “unlucky” states pays 
about $62,000 in income tax, whereas he 
would, on the same income, pay less than 
$50,000 in California or another of the 
ten ‘‘lucky’’ states. 

One remedy for this inequality seems 
obvious: Why not require every married 
couple to file a joint return, regardless of 
state law? Naturally enough, Congress- 
men from the community property states 
take a very dim view of this. It is most un- 
likely that Congress will ever put this 
regulation into effect. 

Another possible solution seems simple 
on the surface: Let all the states adopt the 
community property system, as Oklahoma 
and Oregon have done. A recent Texas 
newspaper editorial stated this position 
bluntly when it said, of the non-commun- 
ity property states: “Well, it’s their own 
fault. Texas and the other nine commun- 
ity property states are not to blame for 
this situation. The responsibility belongs 
exclusively to states where a woman is 
only a woman, and a husband not only 








IT ALL DEPENDS ON 
WHERE YOU LIVE 


The Federal Income Tax For Man, 
Wife and Two Children 


Husband’s 
Net Income 


Tax in Tax in the 
38 States 10 Community 
Property States 


$ 5,000 $ 590 $ 570 


7,500 1,170 1,070 
10,000 1,860 1,600 
25,000 8,520 6,100 
50,000 24,110 18,170 

100,000 62,300 49,590 











controls his own income, but his wife’s as 
well.” 

But changing to the community prop- 
erty arrangement is not such a simple pro- 
cedure. It would upset the whole structure 
of property ownership in each state adopt- 
ing it. Judges, lawyers, and business men 
would have to learn a new set of rules. 
Business institutions would have to be 
reorganized. Wills would have to be re- 
written. 

Then there are the husbands who say: 
“But I don’t want my wife to own half 
my property.” They have been reading 
about the breakup of Hollywood mar- 
riages, for example, in which the divorce 
settlement gives the wife—let’s say, after 
only six months of marriage—one half of 
the property her husband has been acquir- 
ing through the years. For that reason, 
many a movie actor has carefully avoided 
becoming officially a California resident. 
Actresses whose success has made it pos- 
sible for them to atford new husbands at 
frequent intervals are likely to take that 
viewpoint on community property laws, 
too. 

Nevertheless, the protests against tax 
inequality seem likely to inspire commun- 
ity property laws in states which now lack 
them. Some legislature always has such a 
law under consideration. And some Con- 
gressman is always asking Congress to 
recognize his state—for income tax pur- 
poses—as a community property state. 
Right now this partial immunity is being 
sought for Arkansas, West Virginia, 
North Dakota, North Carolina, Florida, 
Georgia and Maryland. 

The simplest solution is, of course, for 
Congress to pass legislation declaring that 
the taxpayer, no matter where he lives, 
may take advantage of the split in his in- 
come between himself and his wife in 
paying income tax. That is the proposal of 
Stanley S. Surrey, tax legislative counsel 
of the Treasury. 

Measures of this type have been pro- 
posed to Congress more frequently of late. 
But the thinking in Washington seems to 
be directed at wiping out the community 
property inequality as part of a general 
overhauling of the tax structure, sched- 
uled for next year. 














Buyer resistance to rising prices and 
mass pressure for higher wages and sala- 
ries are putting the squeeze play on prof- 
its. Under such circumstances, the heat is 
on the controller to find the answer to the 
question: What can be done to earn 
greater profits for his company ? 

The purpose of this article is to discuss 
how the ratio of wage and salary expense 
to sales may be controlled and reduced 
through sound administration. Let us ex- 
plore, then, how job evaluation and pe- 
riodic employee progress review, the 
bases for sound wage and salary adminis- 
tration, influence the behavior of wage 
and salary ratios to sales. 

In connection with research in the per- 
sonnel relations field, studies of employee 
attitudes have been made to determine 
employee morale. These studies reveal 
that the three questions uppermost in the 
mind of the employee are: 


1. Is the rate of pay for his job fair in 
relation to that for other jobs in the com- 
pany? 

2. Are the rates of pay for all jobs in 
his company in line with those prevailing 
in the area in which the company is lo- 
cated? 

3. Is his rate of pay being reviewed pe- 
riodically and increased when warranted 


by his job performance? 


When the answer to these three ques- 
tions is #of in the affirmative, employee 
morale is lowered, working effectiveness 
falls and company profits are diminished. 

Intangible though it may seem, the 
problem of building morale must be 
solved if any company is to be highly suc- 
cessful. Managements who are seeking to 
improve morale through better personnel 
relations are taking steps to answer in the 
affirmative the aforementioned questions 
in the minds of employees. They are es- 
tablishing sound programs of wage and 
salary administration based upon job eval- 
uation and periodic employee progress re- 
view. 

Without going into the technicalities of 
these two subjects here, it is essential for 
our discussion to make the broad state- 
ment that: 


1. Job evaluation classifies jobs of com- 
parable difficulty into a series of num- 
bered job grades with equitable minimum 
and maximum rates of pay in line with 
those prevailing in the community. 

2. Employee progress review provides 


By Stanley L. Balmer 


an organized basis for periodically review- 
ing and adjusting the pay of individuals 
in relation to their personal effectiveness 
within the minimum and maximum rates 
established for their jobs. 


Admittedly, many elements other than 
sound wage and salary administration en- 
ter into the problem of generating the 
high level of employee morale which 
leads to the teamwork characteristic of a 
smooth-working, profitable enterprise. 
You will agree that employees whose 
working conditions lead to greater job 
satisfaction can exert a favorable influence 
upon the cost of doing business. 

Job evaluation,’ properly developed and 
administered, illuminates the dark secrecy 
with which some old-fashioned manage- 
ments surround the pay policies of their 
companies. It gives to all employees defi- 
nite knowledge regarding the wage and 
salary schedules under which they work. 
It shows the relationship of each person’s 
job to the job of all other persons and 
clearly sets forth the lines of promotion 
within a company. Let’s see the influence 
of such a dynamic program for job satis- 
faction upon the control and reduction of 
wage and salary expense. 

In the first place, job evaluation sets up 
a broad control mechanism over wages 
and salaries. This is accomplished through 
the establishment of pay ceilings for the 
various jobs. Individual pressure and su- 
pervisory partialities for the sweater girl 
can no longer create pay inequities and set 
individual rates of pay beyond what is fair 
in relation to the services rendered. 

Furthermore, when applicants for em- 
ployment are informed of the existence of 
a sound wage and salary structure impar- 
tially administered, their confidence in the 
fairness of the company is increased. The 
bargaining for a starting rate which often 
results in one higher than is warranted by 
the job requirements is eliminated. 

Grievances (related to compensation), 


Control and Reduction of Wage 
and Salary Expense 


either real or imagined, tend to minimize, 
All employees are paid fairly in relation 
to the difficulty of their own jobs and 
equitably in relation to the jobs of others, 
Once this becomes recognized, the time 
previously spent by employees and em- 
ployers upon pay grievances can be used 
for profitable purposes. 

Job evaluation requires that the job of 
each employee be clearly defined, both as 
to duties and authorities properly inherent 
in that job. Study of these job descriptions 
often leads to job simplification, elimina- 
tion of duplicating duties and conflicting 
authorities. Such job clarifications permit 
better targeting of individual work activ- 
ity, lead to increased job satisfaction and 
generate more effective job performance, 
all reflected in a lower wage and salary 
cost ratio to sales. 

Also, job specifications ate very helpful 
in connection with interviewing applicants 
or when considering employees for trans- 
fer. The pertinent information they con- 
tain aids in selecting persons qualified to 
meet the requirements of the job for 
which they are being considered. Round 
pegs get into round holes. 

With a knowledge of the lines of pro- 
motion within a company, ambitious per- 
sons will capitalize upon this information. 
They will adopt a study and self-develop- 
ment program to qualify them for higher 
grade positions when opportunity presents 
itself. Such an incentive would result in 
better qualified personnel all along the 
line with attending improvements in over- 
all efficiency. 

If you accept as valid the benefits just 
recounted, you will agree that sound salary 
administration based on job evaluation 
promotes increased job satisfaction. Since 
a high degree of job satisfaction reduces 
turnover, a further contribution to profits 
can be claimed from the installation of 
job evaluation. 

First of all, it is obvious that the put- 








THE PROFITS-SQUEEZE IS ON 


Sound wage and salary administration can add to the profit-potential of a 
company’s operations. In this article Mr. Balmer discusses the importance of job 
evaluation and periodic employee progress review which, he points out, are the 
bases for sound administration of wages and salaries. His views on “coordinated 
control” will appeal to controllers and financial officers. 


—THE EDITOR 














pai 


red 
im! 
cos 
all 
the 
sor 
sal. 


tro. 
in | 
rev 
anc 
fre 
an 

ing 
wit 
esté 
tag 
trol 
res) 
fact 
pra 
knc 
vali 
fact 
tors 
clas 
um 
app 
the 
as a 
of | 


ice | 


ress 
the 

cont 
ben 
of : 
the 

lust 
gare 
bros 
indi 
tory 
shor 
billi 
the 

opel 
proc 
mea 


witl 
the 
ent 
tant 
fact 
actin 








ize, 
tion 
and 
ers, 
ime 
em- 
sed 


> of 
1 as 
rent 
ons 
ina- 
ing 
mit 
tiv- 
and 
ice, 


lary 
ful 


ints 


on- 
| to 
for 


ind 
ro- 


on. 
Op- 
her 
nts 

in 
the 
ref- 


ust 
ary 
ion 


ces 











chasing power of the personnel relations 
dollar will be increased because of re- 
duced employee turnover. In addition, if 
it were possible to isolate all of the costs 
that go into training employees of a com- 
pany, the total amount would run into 
many thousands of dollars annually. A 
reduced rate of employee turnover would 
immediately result in lowered training 
costs and increased effectiveness of over- 
all performance through the retention of 
thoroughly trained and experienced per- 
sonnel—all reflected in a lower wage and 
salary cost ratio to sales. 

Of even greater importance to the con- 
troller are the control features presented 
in the plan for periodic employee progress 
review, the second pillar of a sound wage 
and salary administration structure. To re- 
fresh your memory, such a plan provides 
an organized basis for periodically review- 
ing and adjusting the pay of individuals 
in relation to their personal effectiveness 
within the minimum and maximum rates 
established for their jobs. To take advan- 
tage of this control opportunity, the con- 
troller should insist that he share in the 
responsibility for developing the basic 
factors to be used for performance ap- 
praisal in progress review. This broad 
knowledge of company operations is in- 
valuable in the discovery of measurable 
factors. He should see to it that the fac- 
tors proposed are appropriate to different 
classes of activity. For example, sales vol- 
ume is one of the factors appropriate for 
appraising individuals on selling jobs. On 
the other hand, of what use would it be 
as a means for measuring the performance 
of persons assigned to office jobs or serv- 
ice jobs ? 


PERFORMANCE STANDARDS 


We now come to that part of the prog- 
ress review plan which is certainly within 
the controller’s area of influence if real 
control of wage and salary expense is to 
be maintained. I refer to the establishment 
of standards of performance for each of 
the various factors. For the purpose of il- 
lustration, let us raise some questions re- 
garding the factor ‘‘productivity” in its 
broad sense. What sales volume for each 
individual selling job represents satisfac- 
tory accomplishment ? How many invoices 
should be considered as a standard for 
billing machine operators? Here again, 
the controller's knowledge of company 
Operations is invaluable in establishing 
procedures essential for obtaining current 
measurable data. 

But in addition to these factors dealing 
with quantity and quality of productivity, 
the nature of which may vary with differ- 
ent classes of jobs, there are other impor- 
tant factors to be considered. These are 
factors common to all types of employee 
activity which could be brought under 
better control through the progress re- 


view plan to the end that further cost re- 
duction would be possible. I refer now to 
such factors as tardiness and absenteeism. 
These factors are factual and measurable. 
Proper standards applying to them should 
be developed and used in appraising an 
individual’s performance for the purpose 
of a wage or salary increase. It is certain 
that employees, knowing that punctuality 
and regularity of attendance are consid- 
ered in the granting of additional com- 
pensation, would make every effort to im- 
prove their record in such respects. 

The ultimate effect on costs of more 
regular attendance on the part of em- 
ployee can be construed in no other way 
than favorable. The most direct result 
could even be fewer people for a given 
level of operations. Also, there remains 
the further beneficial result of having at 
all times a more nearly complete team at 
work. Temporary transfers would be less- 
ened. Departments would be manned for 
longer periods with personnel trained and 
experienced in the work of particular de- 
partments. The effect on the whole would 
be to reduce costs. 

With fair standards developed for the 
different factors applying to the different 
classes of jobs the basis has been estab- 
lished for reviewing individual job per- 
formances and then adjusting rates of pay 
on a factual basis. As a consequence, su- 
pervisors’ whims and personal likings, 
elements usually affecting their consist- 
ency of judgment and objectivity, tend to 
give way to appraising individuals on the 
basis of cold facts. 

It can now be seen that if controllers 
get behind the development of the prog- 
ress review plan and inject the control 
point of view into it, we have, in effect, 
incorporated in our plan sound incentive 
principles. These principles when put to 
work throughout the entire organization 
should provide a real inducement for em- 
ployees to perform at increasingly higher 
levels of proficiency. Under the plan they 
must perform in that way in order to 
qualify for greater financial reward. With 
such wage and salary controls in force an 
important influence is continually being 
brought to bear toward the improvement 
of the cost ratio curve. 

But cost control ultimately requires 
something more than the treatment of 
specific and oftentimes unrelated elements. 
It requires the development and use of a 
control vehicle which makes it possible to 
apply over-all vigilance. Only in that fash- 
ion can the various specific elements be 
brought under essential, coordinated con- 
trol. This basic principle of control ap- 
plies no less to wages and salaries than it 
does to inventories, gross margins, mark- 
downs, or any other important phase of 
company operations. 

The question now arises as to how it 
may be possible to exert coordinated con- 
trol as to wage-salary administration. 
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Obviously, coordinated control must be 
directed toward that phase of wage and 
salary administration concerned with pay 
increases within the basic rate ranges al- 
ready established for the various jobs by 
the job evaluation process. The problem 
encountered in periodic employee progress 
review is the possible lack of consistency 
on the part of supervisors in reaching de- 
cisions as to those who are entitled to in- 
creases and how much the increases should 
be. Experience shows that maintenance of 
clear objectivity and impartiality by super- 
visors is difficult despite a high degree of 
factual background which the progress re- 
view plan may provide. Therefore, steps 
must be taken to control pay increases 
proposed by supervisors on a coordinated 
basis to be sure that uniformity of ap- 
proach is being observed and that result- 
ing increased wage and salary cost is 
justified. 

A considerable measure of over-all con- 
trol can be introduced basically by decid- 
ing on certain policies under which step 
increases within the established rate range 
are to be made. First, and most important, 
progress review should take place as of 
some definite time and all individuals ap- 
praised at that time, the size of the com- 
pany permitting. In a large company 
broad divisions of the business can be 
dealt with at specific times to escape the 
cumbersome administrative peaks that 
would arise if all individuals were to be 
reviewed at the same time. Second, rules 
should be established concerning the max- 
imum number of steps permissible in a 
single increase. Observance of these two 
policies will go far toward keeping pe- 
riodic wage and salary adjustments on a 
reasonably sound basis. 

Finally, coordinated control of the en- 
tire progress review operation is attained 
by matching the basic pattern developed 
from each periodic review against the 
standard pattern of employee distribution 
according to step rates within the ranges 
established. 

The construction of a standard pattern 
involves simply a determination of the 
number of employees usually found at the 
minimum of the rate range, the number 
usually found at the maximum, and the 
number usually found at the mid-point. 
By keeping actual wage and salary rates 
somewhere near such standard propor- 
ttons assurance is provided that the prog- 
ress review plan is operating within sound 
limits. Important deviations would be in- 
vestigated for satisfactory explanations. 

Summing up the entire subject of cost 
controls possible under sound wage and 
salary administration, it can safely be said 
that with the type of control outlined the 
controllers will find themselves on the 
affirmative side of the very important 
question: Is the Company getting profit- 
making results at least consistent with in- 
creased wage and salary cost? 
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(Continued from page 444) 





ae FOR UNDERSTANDING 


groups that need to be reached effectively 
if we are to prosper and our American 
way of life be preserved. It is a large or- 
der and one that calls for all the finesse 
and ingenuity we can muster. 

How important it is that this be done is 
not always appreciated by those of us 
whose principal contact is with other busi- 
ness men or those whose economic phi- 
losophy is similar to our own. But there 
are many groups of people in this country 
who do not think as you and I do. 


COUNTERING CRITICISM 


In the past several years it has fallen to 
my lot to have had some association with 
certain groups whose leanings are dis- 
tinctly to the left. I have come to recog- 
nize something of the influence which 
such groups are having upon public think- 
ing. For the most part the leaders of such 
groups are influential evangelists for their 
particular philosophies. They are not al- 
ways too meticulous in sticking to the 
facts but they have a way of marshaling 
half-truths and innuendoes which make 
their arguments not too easy to refute. 

At the present time they are active in 
promoting the idea that business has 
failed to bring about the bright new post- 
wat world so glibly promised. They point 
to skyrocketing prices after the demise of 
O0.P.A. They bring tears to your eyes about 
veterans housing. They cite figures of ex- 
orbitant profits by industry. 

It is easy to do these things and have 
them believed by an uninformed and gul- 
lible public and it is hard to refute them 
with the same effectiveness. It is difficult 
to put the same kind of glamour into a 
statement that American business has 
faced a colossal task in changing from a 
war-time to a peace-time economy; that 
this task has been accomplished with 
speed and efficiency. In the process some 
stresses and strains have developed. It is 
impossible in a few months to make up 
for the loss of war-time civilian produc- 
tion. In a free economy, price is the great 
regulator of supply and demand. When 
demand is greater than the available sup- 
ply, it is inevitable that prices will be bid 
up. Given a little time, supply will catch 
up with demand and prices will seek an 
equitable level. 

The critics of our system are unwilling 
to wait for such normal adjustments. 
Their answer is governmental planning 
and control. They have conveniently for- 
gotten that under O.P.A. we had price 
ceilings, but no products at those prices. 
They have forgotten the long queues at 
the butcher shops and they have forgotten 
about the black markets. 

Their audiences too do not realize that 
conomic planning coupled with control 





spells the death knell of our American 
way of life. The control of one phase of 
our economic life must inevitably lead, 
step by step, to the control of all phases. 
At no time in history or at no place in the 
world has freedom of speech, freedom of 
worship or freedom of opportunity con- 
tinued to exist without freedom of enter- 
prise. Freedom of enterprise means the 
freedom of every individual to choose the 
kind of work he wants to do; to assume 
such risks as he cares to take and to reap 
the benefits or suffer the consequences of 
his choice. In our system, the right to fail 
is just as sacred as the right to succeed. 
Freedom of enterprise can never continue 
to exist along with governmental eco- 
nomic planning and control. 

How effectively are these evangelists in- 
fluencing public thinking? There is al- 
ways, of course, a fringe of so-called ad- 
vanced thinkers which, like fleas on a dog, 
serve a useful purpose of keeping us 
stirred up and on our toes. Are we per- 
chance simply dealing with such groups 
here? Are we just looking under the bed 
for a possible intruder? Let me cite you a 
few figures. 


PUBLIC OPINION SURVEYED 


The Psychological Corporation recently 
made a nationwide survey in which was 
asked this question: 

“If the Government owned and man- 
aged industries, would you get more or 
less for your money than you do now?” 

Forty-three per cent. of the general 
population and sixty-three per cent. of the 
college students said they would get more 
under government ownership. When 
asked why they thought they would get 
more under government operation, the 
two principal reasons given were: *Gov- 
ernment ownership would eliminate prof- 
its.’ and “Would eliminate unnecessary 
advertising.” This means that more than 
60 million American citizens believe that 
socialism would be more efficient than the 
American system of private capitalism. 

If this is any indication of the correct 
proportion in our population of those who 
hold such beliefs, it means we are not 
looking under the bed for possible in- 
truders. They already have possession of 
half the house and time is getting late. 

In an address I made some months ago 
I cited certain figures from surveys made 
by the Opinion Research Corporation. In 
one nationwide survey of white collar and 
manual workers below the level of super- 
visor they asked: 

“Just as a rough guess, what per cent. 
profit would you say the average manufac- 
turer makes in peacetime?” 

Eleven per cent. of these employees 
thought average profits exceeded 50 per 
cent. Another 14 per cent. thought they 
were between 34 and 50 per cent. Of the 
total, 40 pr cent. thought profits were 25 
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per cent. or more. Is it any wonder that 
employees with such ideas readily fall for 
the Nathan report and believe that wages 
can be raised without increasing prices ? 

In another survey, this time of the gen- 
eral public, Opinion Research reported 
that 64 per cent. of those interviewed be- 
lieved that stockholders and management 
got the lion’s share of what was left after 
payment for overhead and materials. 

Business is certainly to blame for such 
gross misconceptions on the part of both 
employees and the general public. Some 
part of this blame, I fear, must be shared 
by the controllers who furnish the data 
which business makes available. 

I fear that I have digressed somewhat 
from the subject of this paper, namely, 
annual reports. But all that I have tried 
to say has a bearing on this subject. Be- 
fore we can design a proper report we 
must know something about the audiences 
we are trying to reach and something 
about the preconceived beliefs of those 
audiences. 

The corporation annual report is the 
keystone to much of what must be done 
to correct public and employee concepts 
of American business. Even the most per- 
fect annual report cannot be expected to 
do this job alone. But the annual report, 
properly prepared, can and should furnish 
the basis for discussion in the public press, 
for advertisements and special reports by 
your public relation or employee relations 
departments. But if such reports are tied 
to data contained in the annual report and 
certified by the auditors, they will carry 
more weight than if drawn from some less 
authentic source. 


THE IDEAL REPORT 


If this is to be done the ideal annual 
report should carry a great deal more in- 
formation than is the case today even with 
the best of them. Among the things I 
would like to see in an. annual report 
would be the following, most of which 
are not available today. 

First, of course, would be total sales of 
products and separately other income with 
a total income in dollars. Where possible, 
sales should also be stated in units or at 
least in comparative dollar figures ad- 
justed for price changes. 

Next, we should show material and 
overhead costs, exclusive of salaries and 
wages, and these should be specified in 
some detail such as cost of raw materials, 
cost of parts or semi-manufactured goods 
and cost of other supplies. Depreciation, 
interest, income taxes and other taxes sep- 
arately, advertising costs, overhead includ- 
ing utilities, rent, and such, each as a sepa- 
rate item. 

Next, after deducting these we should 
show a balance which would be available 
for the payment of salaries, wages, divi- 
dends and for reinvestment in the busi- 











462 


ness. Each of these items should be broken 
down into its component parts. Thus, 
most annual reports now show salaries 
and wages as a single figure, if they show 
them at all. In my opinion, salary and 
wage figures should be broken down to 
show salaries of top executives, salaries of 
minor executives, wages of office workers, 
plant workers, salespersonnel and perhaps 
others. When the plant worker getting say 
$2,800. sees that the president is getting 
$50,000. a year, he naturally feels that all 
the money is going to the top executives. 
Such a breakdown as indicated would go a 
long ways towards correcting that point of 
view. The cost of employee benefit plans 
should be stated and included in your to- 
tal employee cost. 


IMAGINARY SECRETS 


I know there would be considerable ob- 
jections to the disclosure of such details as 
these. But in my experience, most of the 
secrets we think we are keeping so closely 
are imaginary. You can be sure your com- 
petitor knows as much about your business 
as you know about his, and this is usually 
a pretty close approximation. 

Now it is not sufficient to put all these 
figures in one big table. They should be 
broken up and they should be made com- 
parative over several years. All of the 
more important figures should be illus- 
trated in charts and diagrams. The old 
proverb that one picture is worth 10,000 
words still holds, and a well conceived 
cartoon is more expressive than a whole 
book, and will be much more widely read. 

Now one more thing before I close, 
and in my opinion it is most important. 
I would urge that all of the figures you 
present should also be expressed in rela- 
tive terms—in percentage of sales volume 
or of net investment, or of some other ap- 
propriate base. Too few annual reports do 
this. As a result, the $50. a week clerk 
reads in the morning paper that his com- 
pany made $15,000,000 profit last year. 
$15,000,000 is a lot of money, and what 
does the clerk think about it ? He naturally 
thinks that too much of the money is go- 
ing into profits and perhaps to manage- 
ment. However, if he had been told that 
this $15,000,000 represented only 4 cents 
out of every sales dollar the company took 
in, and if he had further been told that 35 
cents out of every sales dollar went for the 
payment of direct wages to workers like 
himself, don’t you think he would have a 
different point of view? 

We have a big job to do if we are to get 
into the public’s mind some little under- 
standing of our competitive enterprise sys- 
tem. Upon how well we do this in the 
next few years may well depend whether 
we are able to maintain this system which 
has made America the envy of the rest of 
the world. In this effort the controller will 
play a most important part. 
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TRENDS IN REPORTS 
(Continued from page 449) 











enlarging considerably the background 
material in the stockholders’ reports. 
This created a situation where the mate- 
rial in the two reports was becoming 
almost identical. We became convinced, 
moreover, that stockholders were en- 
titled to any information given to em- 
ployes, and vice versa. Therefore, in 
1943 we discontinued the issuance of 
special employes’ reports. We now make 
the regular report available to employes, 
both by republishing the major part of 
it in employes’ magazines, and by send- 
ing them a copy of the report upon re- 
quest. 

Any annual report, whether for em- 
ployes or stockholders, or both, is defi- 
nitely limited in its possibilities pre- 
cisely because it comes out but once each 
year. We have learned from our adver- 
tising friends that it takes repetition to 
put an idea across. Therefore, if these 
positive ideas are to sink in, certain sup- 
plementary means must be employed, 
both to give additional publicity to the 
annual report and to repeat these ideas 
in other ways throughout the year. A 
number of such supplementary means 
of communication, some of them limited 
in scope, are as follows: 


1. Reprints of the annual report in em- 
ployes’ magazines. 

2. Discussion of the report at foremen’s 
conferences to enable the foremen to an- 
swer intelligently the questions of em- 
ployes. 

3. Similar organizational meetings with of- 

fice personnel. 

. Discussion of the annual report at the an- 
nual shareholders’ meeting. 

. Movie presentations. 

. Interim reports. 

. Posters on bulletin boards. 

. Pay check and dividend check inserts. 

. Dealers’ news letters. 

. Letters written directly to homes of em- 

ployes and shareholders. 


The existence of these other means of 
communication renders it unnecessary 
to place the whole reliance on annual 
reports for getting desired messages 
across to employes, shareholders, and 
others. 


oy 


SOMO PMNAW 
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CONCLUSION 


By way of conclusion you will have 
understood from these remarks that we 
in the Harvester Company feel there is 
no one clearcut and definite road to fol- 
low toward the continuing improve- 
ment of annual reporting; rather it is a 
matter, in our opinion, of trial and error, 
a bit of progress here and a bit there. 
We do not believe in innovation for in- 
novation’s sake, and we think there are 
substantial limitations to what the an- 
nual report can accomplish from a pub- 
lic relations standpoint. 

We certainly agree, however, that the 
annual report is a very important docu- 





ment, and that the controller has 4 
great influence, and a grave responsi- 
bility, in connection with the selection 
of its content, and in its preparation, 
This is as it should be. Controllers have 
a perspective of company operations 
that few possess and they have learned 
to appreciate the wisdom of treating 
problems with objectivity. 

I believe that it is largely due to the 
efforts of business controllers that an. ty 
nual reports are now more complete, 
more readable, more understandable, 
and more representative of the com. 
panies they serve than ever before. I am 
sure that controllers will continue to be 
imbued with a lively interest in this 
phase of their duties and will constantly 
strive for further improvement. I am 
confident that in so doing each one will 
not fail to recognize the duty to main- 
tain the quality of his company’s report 
on a high level of integrity, fairness, 
and objectivity. 


Grocers Urge FTC To Study Discounts 


Without specifically mentioning chain 
store systems as its target, the National 
Association of Retail Grocers called re- 
cently for a Federal investigation of quan- 
tity discounts to large buyers. The Federal 
Trade Commission was asked by resolu- 
tion at the annual convention of the asso- 
ciation, which represents independent 
food dealers, to “‘recognize’’ its “responsi- 
bility” by using the power that Congress 
had given it to conduct inquiries “in those 
instances where only a very few large buy- 
ers are benefiting from price differentials 
that are unjustly discriminatory against 
smaller competitors.” 

“While quantity discounts allow differ- 
ences in cost to be translated into price 
differentials and therefore serve a useful 
purpose,’’ the resolution said, ‘‘they never- 
theless have become an instrument that 
lessens competition and tends to create a 
monopoly when a very few units of over- 
shadowing size are recipients of substan- 
tial discounts.” 

The resolution declared it was against 
public policy as declared by Congress “‘to 
allow a small number of giant organiza- 
tions to use their immense buying power 
to obtain quantity discounts which will 
have the effect of promoting a monopoly.” 
It added that the Federal Trade Commis- 
sion had held the power and authority for 
ten years to conduct the type of investiga- 
tion requested and “‘has never once exer- 
cised it.” 

The convention asserted its belief that 
food costs in this country, which now ac- 
count for 40 per cent. of the consumer's r 
dollar, could be materially reduced “only 
through the cooperation of the Govern- 
ment with producers and consumers by 
correcting” existing policies over which 
retailers, the resolution asserted, had “no 
control whatever.” 
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Or wash windows, or even diaper the baby. 

The Comptometer Payroll Plan makes no 
such promises. It has only one function — to 
provide final records from original postings. And 
that’s music to plenty of ears! 

Simplicity itself, this money-saving plan side- 
steps needless copying by posting directly to the 
employee wage statement. Bookkeeping and 
filing are reduced to one short form — complet- 

IT WON’T FILL THE NIGHT WITH MUSIC _ ing five important operations with one fell swoop. 

Look it over, and you'll readily understand 
how it enables you to get out the payroll faster 
—with less labor — without costly machines. 
And with maximum protection against error, too 
— regardless of the size of your payroll. 

Your nearest Comptometer representative is 
ready now to give you the cost-cutting details. 
The Comptometer is made only by Felt & Tarrant 
Manufacturing Co., 1734 N. Paulina St., 


Chicago 22, Il. 
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Scanning the Controllership Scene 








Vacation Policies Becoming More Liberal 


Extra vacation allowances for long-service employees is noted 
in a recent survey of over 185 companies by the National In- 
dustrial Conference Board. Approximately one out of every five 
companies grants wage earners paid vacations of three weeks or 
more for lengths of service ranging from ten to twenty-five years. 
About 25 per cent. of the companies allow long-service salaried 
workers more than the usual two-week vacation. Wage earners in 
the majority of the reporting companies receive a one-week paid 
vacation after one year of service, two weeks after five. A consid- 
erable number of companies also allow new employees a pro- 
rated vacation of less than a week's duration. In over 70 per 
cent. of the companies one week is the minimum and two weeks 
is maximum paid vacation allowance of salaried employees. A 
typical plan reported by a number of companies allows salaried 
workers a one-week vacation after six months’ service, two 
weeks after one year. 

Little change appears in the various methods of computing 
vacation pay over those reported in a 1946 study by The Con- 
ference Board. More than 70 per cent. of the companies paid 
salaried workers either their regular salary or its equivalent ex- 
pressed in terms of the normal hours in the work week times the 
hourly base rate. Forty-three per cent. of the companies com- 
puted weekly vacation pay for wage earners at the rate of forty 
hours (or forty-eight hours, depending on the scheduled work 
week) times the base rate. Incentive earnings of wage earners 
during the computation period were added to the base rate by 
12.3 per cent. additional companies, night differential by 11.4 
per cent., and overtime by 4.2 per cent. 


Inventories and Sales Called ‘“‘Potential Problems” 


Reviewing the recent state of the economy, Estate Plan- 

ning Newsletter finds “no internal weakness among the 
larger industrial corporations, no evidence of general com- 
modity market collapses, no severe credit stringencies. 
The one real weakness in our present economy is the fact 
that two million new business enterprises have been started 
in this country since 1940—more than half of our present 
total concerns. Untried by any normal difficulty—be it in 
credit, sales or efficiency—how many can survive the ill 
winds already blowing? Consider dress shops which opened 
up by the thousands, and now are closing by the thousands 
—and the drop of 40 per cent. to 60 per cent. in department 
store profits, despite unprecedented sales.” 

Although the publication finds “no visible evidence, as 
yet, that the recession has ended,” it notes a real cognizance 
of potential problems, such as inventories and sales competi- 
tion. 





Machine Tool Firms Diversify Production 


During the four peak war years, the machine tool industry’s output 
roughly equalled that of its total production in the previous forty. Ap- 


proximately 908,000 machine tools were “in place”—i.e. being used— | 


in 1940. About 1,200,000 have been produced since then, leaving a 
domestic supply, after exports and scrapping, of 1,700,000. This 1945 
total includes about 620,000 government-owned units, of which some- 
thing less than half are surplus, still to be disposed of. 

Allowing for stock-piling by the Army-Navy Munitions Board, 
what is left equals from two to six years of normal output for the in- 
dustry, it is pointed out in a recent news-letter published by Fiduciary 
Counsel, Inc., of New York. This explains why some manufacturers 
have turned to other products for diversification. One well-known 


firm, for instance, is producing knitting machinery, earth excavators 
and plastic injection presses. Another company, a big name in the in- 
dustry, is pushing a line of dairy product packaging machinery, 


Three Anti-Deflation Keys Cited 


Paul G. Hoffman, president of Studebaker Corporation, and 
chairman of the Committee for Economic Development, told 
Congress recently that there are three key means of fighting de- 
flation, if it comes in the near future. These are, he said, immedi- 
ate tax reduction, easing or ending of any remaining restric. 
tive controls on production, trade or credit, and accelerated 
stockpiling of strategic war materials. 

In addition, Mr. Hoffman stated, business should take advan- 
tage of a recession by “moving rapidly on planned capital 
expansion,’’ intensifying sales and advertising effort, and intro- 
ducing new products. Mr. Hoffman contended that the govern- 
ment’s role should include the “prompt execution of previously 
made plans for public works.’ 

The Studebaker president's testimony opened the second day 
of hearings, before the Congressional Joint Committee on the 
Economic Report, charged with making recommendations to 
Congress on maintaining full employment and economic Sta- 


bility. 
Pricing Still Top Management Function 


Costs, profits, and competition are the most important ele- 
ments of pricing, according to a survey of business prac- 
tices by the National Industrial Conference Board. Raw 
material replacement costs, industry and trade practices, 
novelty of product, and a fair return on the company’s 
investment in developing and producing the product were 
other factors which executives felt must be taken into con- 
sideration before prices are set or changed. The survey 
reveals apprehension by some industrialists as to how far 
the government intends to go in narrowing the scope within 
which industry is free to set its own prices. 

Six years of abnormal demand have not diminished the 
importance of a sound pricing policy, and companies of all 
types still regard it as a matter for top executive considera- 
tion. Evidence of the importance attached to pricing is also 
afforded by the small number of cases where price decisions 
rest solely in the hands of one man. Customary practice is 
to have the sales and production departments, through con- 
sultation, arrive at a suggested price. Their recommendation 
is then reviewed by the president or executive committee, 
and, in very important changes, by the board of directors. 
In large decentralized companies, basic policy is sometimes 
established in this way, but divisional managers are allowed 
to make discretional changes within established limits. 

In companies manufacturing to specification, estimates of 
cost are generally requested from the engineering depart- 
ment, which often takes active part in the discussions lead- 
ing to establishment of the final price. In several companies, 
pricing committees have been organized. They are respon- 
sible for studying the various aspects, such as manufactut- 
ing costs, profits, competitors’ activities, and market condi- 
tions. In one industrial machinery company, for example, 
the pricing committee is composed of representatives from 
the production, sales, finance, and contract and order de- 
partments. The chairmanship rests in the finance division. 
The committee makes recommendations to the president, 
who is responsible for giving the final approval. 

—Paut Haase 
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P33 Tedhstry Conferences Planad 








Following the successful pattern of past years, the Pro- 
gram Committee for the Sixteenth Annual Meeting has ar- 
ranged for Tuesday afternoon, Octo- Ba: hrach 
ber 21, to feature Industry Confer- 
ences of corporate controllers and 
financial officers. The general chair- 
man of the Industry Conferences is 
Charles H. Yardley, Second Vice 
President and Comptroller of The 
Penn Mutual Life Insurance Com- 
pany, Philadelphia. Mr. Yardley has 
arranged for thirteen conferences. 
The program plans of each confer- 
ence are listed below. 

In addition to the thirteen Industry 
Conferences there will be a special MR. YARDLEY 
conference that afternoon, on “Current Problems in the Man- 
agement of Working Capital,” for controllers not repre- 
sented by an Industry Conference. 





Automotive Conference 


A conducted tour through the Manufacturing Research Cen- 
ter of the International Harvester Company, in Chicago, will be 
one of the highlights of the program Moffett 
for the Automotive Industry Confer- 
ence, which is under the chairmanship 
of J. W. D. Wright, assistant comp- 
troller of International Harvester Com- 
pany. Milton E. Stover, controller of 
Fruehauf Trailer Company, Detroit, 
will act as vice chairman of the Con- 
ference. Announcement will be made 
shortly as to the speaker who will dis- 
cuss “Cost Reduction Through Re- 
search,” which subject has been se- 
lected for the second half of the con- 
ference program. 





MR. WRIGHT 


Chemical Conference 


A round table discussion to answer pertinent questions in 
the minds of controllers in this field is planned. The confer- 
ence chairman is W. A. Crichley, 
controller of the Diamond Alkali 
Company, Pittsburgh. C. R. Fay, 
comptroller of the Pittsburgh Plate 
Glass Company, Pittsburgh, and 
George W. Schwarz, controller of the 
Wyandotte Chemical Company, Wy- 
andotte, Michigan, will serve, respec- 
tively, as vice chairman and discus- 
sion leader of the meeting. The dis- 
cussion will be inaugurated by a 
panel consisting of Messrs. Fay and 
Schwarz in addition to R. M. Griffith, 
partner of Price, Waterhouse & Com- 
pany, Pittsburgh; and Daniel M. Sheehan, vice president of 
Monsanto Chemical Company, St. Louis. 


Carlyle 





MR. CRICHLEY 


Drugs, Pharmaceuticals and Cosmetics Conference 


Open round-table discussion will feature this conference 
which has been developed by Russel M. Riggins, comptroller 


of Parke, Davis & Company, Detroit. 
A series of eight subjects will be con- 
sidered for fifteen minutes each and 
those attending are urged to come 
prepared for active participation in 
the discussion of the subjects which 
interest them particularly. Topics to 
be considered include: 

1. Accounting for fixed assets during 
periods of inflation and deflation, 
including depreciation. 

. Composition of “Cost of Goods 

Sold.” 

Western Hemisphere Trade Cor- 

porations. 

. Allocation of operating expenses, other than manufactur- 

ing cost, to products. 

Accounting for Research Department. 

. Form and content of reports for assisting Sales Depart- 
ment. 

7. Inventory systems. 

8. Distribution costs. 


i) 





MR. RIGGINS 
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a 
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Extractives Conference 

This conference is an innovation in this year’s program. It 
is designed to cover the interests of all controllers in such 
fields as ore, oil and coal extraction. 
C. V. Burns, assistant treasurer of the 
American Zinc, Lead and Smelting 
Company, St. Louis, will serve as 
chairman of the group, with J. Nor- 
velle Walker, vice president and con- 
troller of the Royal Oil and Gas Cor- 
poration, Philadelphia, as vice chair- 
man, Speakers will include Henry B. 
Fernald, of the accounting firm of 
Loomis, Suffern & Fernald, New 
York; and F. J. Blaize, manager of 
the Income Tax Department, Pure MR. BURNS 
Oil Company, Chicago. Mr. Blaize is 
expected to discuss oil industry tax problems, while Mr. 
Fernald has been invited to speak on accounting and financial 
problems of interest to the coal and metal mining companies. 


Edwyn 





Food and Allied Products Conference 


With Paul L. Jacoby, controller of the Ralston Purina 
Company, St. Louis, and J. F. Brandt, vice president and 
comptroller of Swift and Company, Schweig 
Chicago, serving as chairman and 
vice chairman, respectively, this con- 
ference will feature an address by 
R. J. Eggert, associate director, De- 
partment of Marketing, American 
Meat Institute, Chicago. Mr. Eggert 
who will be remembered as a speaker 
at a special conference on rationing 
problems at the 1945 Annual Meet- 
ing of The Institute, will discuss, on 
this occasion, “Supply and Demand 
Factors Affecting Food Outlook.” 
Subsequent announcement of addi- 
tional discussion topics will be made to controllers in this 
field through the means of special communications. 





MR. JACOBY 
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Insurance Conference 


“Organizing for Control and Reduction of Expenses’ will 
be a major topic for consideration at the Insurance Confer- 
ence, of which the Chairman is J. Matar 
McCall Hughes, comptroller of The 
Mutual Life Insurance Company of 
New York. The program will include: 

“Top Management's Responsibility” 
by Willard D. Holt, manager, Ac- 
counting Division, Provident Mutual 
Life Insurance Co., Philadelphia, Penn- 
sylvania. 

“Budgeting” by James H. Eteson, 
controller, State Mutual Life Assur- 
ance Co., Worcester, Massachusetts. 

“Cost Accounting” by C. B. Luns- 
ford, auditor, The Equitable Life As- 
surance Society, New York. 

“Effective Salary Administration’” by Ralph Kennon, comp- 
troller, Northwestern National Life Insurance Company, Minne- 
apolis, Minnesota. 

Serving with Mr. Hughes in the planning for this confer- 
ence are Henry F. Chadeayne, comptroller of General Ameri- 
can Life Insurance Company, St. Louis; Gilbert B.- Brown, State 
Farm Insurance Companies, Bloomington, Illinois, and Rollin 
E. Ecke, Farmers Automobile Inter-Insurance Exchange, Los 
Angeles. 





MR. HUGHES 


Iron and Steel Conference 


H. A. Kroeger, partner of A. & H. Kroeger Organization, 
New York, and Thomas D. Foy, supervisor of cost reduction, 
Apparatus Division, General Electric 
Company, Schenectady, will be the 
speakers at the iron and steel confer- 
ence, which is under the chairman- 
ship of J. H. Carson, comptroller, 
Pittsburgh Steel Company, Pitts- 
burgh, with J. F. Woessner, assistant 
controller, Carnegie-Illinois Steel 
Corporation, Pittsburgh, as vice chair- 
man. Mr. Foy will discuss ‘Progress 
Through Cost Reduction” while Mr. 
Kroeger’s subject will be ‘Current 
Economic Trends.” The question 
leader will be Arch V. Murray, Presi- 
dent of the Scaife Company, Pittsburgh. 





MR. CARSON 


Machine Tool and Heavy Equipment Conference 

Three timely subjects will comprise the agenda for this con- 
ference which is under the chairmanship of Fred F. Hoyt, 
vice president of the Carrier Corpo- 
ration, Syracuse. In addition to 
“Foundry Costs in the Future,” dis- 
cussed by George E. Meyers, manager 
of the Special Services Department, 
Ernst & Ernst, Boston, and “The Cur- 
rent Margin Squeeze and Cost Reduc- 
tion,” there will be consideration of 
“Problems Arising Out of the Inade- 
quacy of Depreciation Reserves as 
Replacement Funds.” The latter sub- 
ject will be presented by A. B. Hos- 
sack, President of The American Ap- 
praisal Company, Inc., New York. 
The other speaker on the program will be announced shortly. 





MR. HOYT 


Newspaper Publishers Conference 


Richard C. Steele, assistant business manager of the 
“Worcester Telegram,” ‘Evening Gazette” and “Sunday Tele- 








gram,” Worcester, Massachusetts, is 
developing the plans for the confer- 
ence of newspaper publishing con- 
trollers. R. A. Kortmann, controller 
of the St. Paul Dispatch and Pioneer 
Press, St. Paul, has accepted the vice 
chairmanship of the newspaper 
group. It is expected that in addition 
to several new subjects there will be 
further discussion of topics consid- 
ered at the previous conference of 
this group in Pittsburgh in mid-May. & 
A highlight of the forthcoming a. 
gathering will be a visit to the plant MR. STEELE 

of the “Chicago Daily News” and there are also plans for an 
additional session following the adjournment of the Annual 
Meeting. 


Magazine and Book Publishers Conference 


A round table discussion of mu- 
tual problems of concern to control- 
lers of magazine and book publishing 
companies is being developed by the 
chairman of the conference, Theo- 
dore F. Gloisten, controller of The 
American Home Magazine Corpora- 
tion, New York. The subjects to be 
discussed and the names of the dis- 
cussion leaders will be released in 
due course. 


MR. GLOISTEN 


Public Utilities Conference 


Arrangements have been made with Leonard Spacek, of 
Arthur Andersen & Company, Certified Public Accountants, 
Chicago, for an address at this con- Parade 
ference on “Increasingly High Con- 
struction Costs and Their Effect upon 
the Utilities Industry.” A second 
feature of the program, which is be- 
ing developed by Chairman R. H. 
Smith, controller of the Cleveland 
Electric Illuminating Company, will . 
be a presentation on “Functional or 
Responsibility Accounting.” Serving 
as vice chairman of the conference 
and as leader of the discussion period 
will be Otto Gressens, vice president 
and comptroller of the Common- 
wealth Edison Company, Chicago. 






4 d 
MR. SMITH 





Radio, Electronics and Electrical Conference 


Two subjects are scheduled for this conference which is 
under the chairmanship of Louis M. Nichols, comptroller of 
the General Electric Supply Corpora- 
tion, Bridgeport, with John D. Gray- 
son, treasurer of the Hazeltine Cor- 
poration, New York, serving as vice 
chairman. C. R. Barhydt, commercial 
engineer in the General Electric Com- 
pany’s Electronics Department, will 
speak on “The Future of Television” 
particularly as to manufacturing costs 
and future commercial aspects. The 
second subject will be a panel discus- 
sion on ‘Planning in the Radio In- 
dustry,” led by Wilfred Reetz, con- 
troller of the Stewart-Warner Cor- 





MR. NICHOLS 
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Paper Work “Flow Chart’ Keys Production 
































































































Read how Mimeograph brand duplicator and supplies 
help cut costs and speed production of paper work for 
leading office equipment manufacturer 


The Globe-Wernicke Company, Cincin- 
nati, makers of office equipment, did a lot 
of thinking about paper work—and they 
called in our duplicating experts, too. 

The joint results are shown on paper in 
the flow chart above—which also shows 
how the operation process and routing stand- 
ards sheet keys production control for Globe- 
Wernicke with remarkable savings in the 
cost of paper work! 

Here’s why Globe-Wernicke chose the 
Mimeograph brand duplicator to do the job! 


pon today. 





The Mimeograph brand duplicator 


is made by 


A. B. Dick Company, Chicago 


MIMEOGRAPH is the trade-mark of A. B. Dick Company, 
Chicago, registered in the U. S. Patent Office. 


FREE! Complete case study 


of the Globe-Wernicke process 
sheet problem— including the flow 
chart reproduced above — p'us 
samples of the finished forms and 
the Mimeograph brand die-im- 
pressed stencil that did the work. 
It’s free! Clip and mail the cou- 
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Greater speed of paper work production at 


far lower cost. 


Clear, readable black-and-white copy in 
non-smudging ink to stand up and stay 
readable under factory conditions. 

Standard form die impressed into 
Mimeograph brand stencil. All copies identi- 
cal—whether a hundred, a thousand or more 
are run. Only one proofreading required. 

Standards information, required by Cost, 
Estimating, Mechanical Engineering, Stand- 


ards, and Process Engineering Departments, 


sheet problem. 








Globe-Wernicke Company, 

Cincinnati, large manufacturer 
of office equipment, makes a 
line of more than 4000 items. 


eoeeeeeeeeeeee 














Service 


can be blocked out of copies for Production 
Department where such data is not needed. 

Completed stencil with added information 
can be filed and re-used, as is,or with changes. 

It all adds up to a better, more efficient 
job for a lot less money. 

And that is what Mimeograph duplica- 
tion and our trained duplicating experts 
have done and are doing for many leaders 
in many industries. Call the nearest dis- 
tributor, or write us direct, for help on 


your specific problems. 


COPYRIGHT 1947, A. B. DICK COMPANY 


A. B. DICK COMPANY, Q-947 
720 West Jackson Boulevard, Chicago 6, Illinois 


Send me a copy of your case study of the Globe-Wernicke process 
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poration, Chicago. This will cover sales forecasting, price levels and policies, as well 
as coordination of engineering, purchasing, factory capacity and personnel, order 
scheduling, inventory control and credit protection. 





MR. ANDERSON 


Labor Force Reflects Many Changes 


Marked changes have occurred in the 
occupational and industrial composition 
of the labor force since 1870, largely re- 
flecting long-term trends. Child labor has 
practically disappeared; there has been a 
trend toward earlier retirement from 
work; and the proportion of women in 
the labor force has steadily increased. 
Agricultural occupations have shrunk in 
importance as commerce and industry, and 
more recently the service trades, have 
made rapid relative gains. 

A decided trend exists, states ““Ameri- 
ca’s Needs and Resources,” toward cleri- 
cal and professional work and away from 
the more arduous manual occupations. 
Reflecting basic population changes, cul- 


Textile Conference 


Discussions of “Sales Policies,” ‘‘Forecasting,” ‘Cost Con- 
trol” and “Planning of Plant Replacements and Additions” 
will constitute four parts of a discussion on the general sub- 
ject “What Will Be the Controller's Role in the Readjust- 
ment of the Textile Industry to More Competitive Condi- 
tions?” The conference program is being developed by 
David R. Anderson, controller of The Kendall Company, 
Walpole, Massachusetts. 


tural, racial and educational differences 
are lessening—our labor force is becom- 
ing more homogeneous. 


AAA Convention in New York 


The annual convention of the Ameri- 
can Accounting Association was sched- 
uled to be held in New York City on 
September 4-5, 1947, at the Hotel 
Pennsylvania. Program subjects  in- 
cluded statements of accounting and 
cost principles, a practitioners’ forum, 
as well as considerations of graduate 
curricula, instructional improvement, 
personnel selection, and a critique of 
C.P.A. examinations. 














Chicago New York 
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Los Angeles Phoenix 
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MARSH & MCLENNAN 


INCORPORATED 


Insurance Brokers 
AND AVERAGE ADJUSTERS 
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St. Paul St. Louis 
Seattle Portland 
Havana London 
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ECONOMIC ANALYST AT 
ANNUAL MEETING 
IN OCTOBER 





Murray Shields 


“The State of the Economy” will be 
analyzed at the Sixteenth Annual Meet- 
ing of the Controllers Institute, in Chi- 
cago, by Murray Shields, vice president 
and economist, Bank of the Manhattan 
Company, New York. Mr. Shields will 
address the special luncheon on Tuesday, 
October 21. 

A board member of the National Indus- 
trial Conference Board, Mr. Shields is 
likewise a member of several advisory 
committees of the National Association of 
Manufacturers, a member of the Planning 
Council of the American Management 
Association's Division of Finance, and is 
active in the Marketing Executive's So- 
ciety, and the Council on Foreign Rela- 
tions. From April, 1942 to December, 
1944, he was a part-time counseling ex- 
pert in the office of the Secretary of the 
Treasury. 

Mr. Shields is the author of a number 
of pamphlets, including: “The Problem 
of Excess Reserves,” “A Measure of Pur- 
chasing Power Inflation and Deflation,” 
and “The Outlook for Interest Rates.” 
He has also served as editor and contribu- 
tor to the symposium “International Fi- 
nancial Stabilization;’’ as co-author (with 
D. B. Woodward) of “Prosperity: We 
Can Have It If We Want It,” published 
by McGraw-Hill, 1945; and as one of the 
authors of “The American Individual En- 
ter prise System,” McGraw-Hill, 1946. 

Prior to joining his present bank, he 
was economist of Irving Trust Company, 
New York, following service with Procter 
and Gamble Company, Goodyear Tire 
and Rubber Company, the Tanners’ Coun- 
cil of America, the United States Leather 
Company, and the Bureau of Business Re- 
search of the University of Pittsburgh. 
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“I finish my-figure work FAS. TER 


with the Printing Calculator” 









sreee 
tee 


of accuracy. No copying numbers or re-calculating problems to check your finished 











work —the proof is on the tape! 


FASTER with the 10-key keyboard— 


Only ten numeral keys on this compact keyboard (automatic selection of proper 
column). All keys are within the span of one hand. Fast touch-method operation 








comes naturally — special training is unnecessary! 


FASTER with’double duty’ calculations— 


The Printing Calculator multiplies and divides automatically, and it adds and sub- 
tracts too. The Printing Calculator does all the work of two ordinary figuring 
machines—and finishes it faster! 


Rewingion Koad 


MACHINES FOR MANAGEMENT 





sure! Send me the folder showing how smart businessmen get faster figure facts. 
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REMINGTON RAND INC., ABC DIVISION, DEPT. CR, 315 FOURTH AVE., NEW YORK 10, N. Y. 
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Export Collapse Seen Threatening 
Business Outlook 





Our bloated export boom will prob. 
ably collapse this year regardless of how 
much we lend-grant Europe, because it 
has been pushed up largely by inflation. 
ary booms in countries enriched by the 
war. An export collapse will hasten and 
deepen the forthcoming business reces. 
sion, because the excess of exports over 
imports has taken the place of inventory 
accumulation as the largest shaky prop 
supporting current business activity. The 
first signs of the impending collapse will 
not be discovered by watching Europe's 
hunger and reconstruction needs, or 
Congressional liberality to destitute na- 
tions, but rather by watching for ebb 
tides of abnormal spending in Latin 
America, Africa, India and Canada, de- 
clares Clinton Davidson, Jr., economist 
A eo A ee < of Fiscal Counsel, Inc., New York. 
sr Se What will be the effect on our econ- 
omy when exports to war-enriched for- 
eigners recede to normal? It will be like 
knocking a prop from under a leaning 
wall, he declares. Purchasing power and 

a * the resultant demand for goods has been 
ne of America we propped up to a difficult to maintain 
height by several unstable economic fac- 
tors. The en ee and equip- 
ment—has ceased to grow and there are 
Most Respected. Names signs it is beginning to crack. The second 
largest last year—inventory accumula- 
tion-—has already shortened substan- 
2 | tially. The sudden jacking up of net ex- 
in nsurance ports alone has saved purchasing power 
from toppling down heavily so far this 
year. A decline in net exports to the $5- 
billion lend-grant program level will 
For nearly half a century the Corporation of start a continuous crushing of the pur- 
: chasing power props under our boom. 


SEC Extends Rule U-9 of Holding 
forward march of American Business by making Company Act 

The Securities end Exchange Commis- 
sion recently announced an extension of 
Rule U-9 of the general rules and regula- 
tions under the Public Utility Holding 
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Schiff, Terhune has played an important role in the 


available to large insurance buyers an insurance 


organization highly trained for achieving maxi- 


mum immunity from loss. The Corporation acts Company Act of 1935. Rule U-9 exempts 
any holding company system, subject to 

solely as an independent intermediary between filing annual statements, and except as to 
certain acquisitions of utility securities and 

the insured and the insurance companies and is assets, if the net book value of its utility 
; : 7 assets does not exceed $1,000,000, or if 

therefore free to act with unbiased judgment. the gross revenues from its utility opera: 


tions (excluding intercompany sales of 
electric energy) for the preceding calen- 


e dar year did not exceed $350,000. The 
rule as modified will permit a system to 
(? | er une retain its exempt status if the net book 
y) value of its utility assets at December 31, 
1946, did not exceed $1,000,000. 
& COMPANY, INCORPORATED The Commission is of the opinion that 


it is not necessary or appropriate in the 


Insurance Brokers a : 
public interest or for the protection of in- 





99 John Street, New York 7, N. Y. vestors or consumers that small holding 

company systems presently exempt should 

NEW YORK - CHICAGO - LOS ANGELES « SAN FRANCISCO become subject to the provisions of the 

© 1947, Schiff, Terhune & Co., Inc. Act because of plant additions recorded 

















subsequent to December 31, 1946. 
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Blazing for nights-at-a-stretch before 
each payroll, those lights had become a 
familiar part of the scene. Then, sud- 
denly, they were gone! 

For the problem that used to keep 
them burning in the Payroll Depart- 
ment was finally and completely solved 
through the use of National Payroll 
Machines and National Accounting Ma- 
chines. No more overtime —no more 
lights! 

For many, many other firms, too, Na- 
tional Accounting Machines have ended 
costly, disruptive overtime. Some of these 
concerns are among the country’s larg- 
est—some, far smaller. 

Indeed, one of the most enthusiastic 
users of Nationals, anywhere, is a manu- 
facturer employing a total of only about 
60, and having a daily posting of ac- 
counts receivable of about 40. For he 
finds his National Multiple-Duty Type- 
writing-Bookkeeping Machine so flex- 
ible, and so suitable to his needs, that, 
single-handed, it handles his entire ac- 
counting. 

If you employ from about 50 people, 
up, let your National representative 
show you exactly how the right Na- 
tional Accounting System can save you 
time and money, while giving you bet- 
ter control of your own business. Or 
write to The National Cash Register 
Company, Dayton 9, Ohio. Offices in 
principal cities. 


THE NATIONAL CASH 
REGISTER COMPANY 
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ALWAYS A GREAT DRAWING CARD 


Every company check you write 
can be a business-drawing card— 
provided it has personality. 
Reynolds and Reynolds has de- 
signed check and voucher systems 
of all types, for some of the na- 
tion’s largest check users. They are 
prestige-builders that reach thou- 
sands of business men daily. 
We'll do the same for you— 
using our exclusive, protected 
Reynoco Safety paper—or a 
beautiful personalized panto- 


graph. Either method results in 
checks that are eye-luring and 
extra safe! 

For one-writing payroll systems, 
we offer smudge-resistant hot wax- 
base carbon strips. And our vouch- 


er systems with one-time carbon’ 


interleaved, cut down writing time 
and costs. 

Give your secretary a memo now 
to write us for further informa- 
tion about protected personality- 
packed checks. 


CHECKS WITH PERSONALITY BY 


sega 


he 


REYNOLDS 
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$1.7 Billion Added to Working Capital 


Net working capital of United States 
corporations rose $1,700,000,000 to an 
estimated total of $59,000,000,000 during 
the first quarter of this year, the Securities 
and Exchange Commission has announced, 

The increase reflected a large gain in 
total current assets, due to a considerable 
extent, the SEC said, to the rise in prices 
paid for goods included in inventories, 

The working capital gain of the first 
quarter was ‘‘somewhat lower’’ than in the 
preceding quarter, although considerably 
higher than in the first quarter of 1946, 
the quarterly analysis showed. A substan- 
tial increase, $1,600,000,000, was made 
in notes and accounts receivable but partly 
offsetting these increases were reductions 
in corporation holdings of cash and de- 
posits. 

During the March quarter of this year, 
for the first time since the end of the war, 
federal income tax liabilities increased, 
The gain amounted to $400,000,000 with 
income tax liabilities on March 31 esti- 
mated at $8,900,000,000. 

The SEC said manufacturing companies 
more than accounted for the entire in- 
crease in net working capital. 

* * * 


16th ANNUAL MEETING 
Controllers Institute of America 
CHICAGO—OCT. 19-22, 1947 
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“THE MACHINE TO COUNT ON” 





THIS 
dependable 
calculator 


. cuts calculating and accounting 
costs for thousands of users all over 
the world—in the office, at home, in 
the laboratory and in the field. 


Faster and lower priced than any 
comparable unit. Unexcelled for sturdy 
construction. 


Price: $140.00 and up 


Now available 
SEND FOR BULLETIN LP-83 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y. 














—- *s VS 








XUM 


The Controller, September, 1947 
































IS IT EASY TO STEAL FROM YOUR BOOKS? 


The danger that someone may find your books of account 
an “‘easy mark”’ is far greater than most businessmen realize. 

The proof? It is estimated that employees actually steal 
half a billion dollars from American business every year. 

And most of this money is stolen by trusted employees, 
“honest” people who are tempted to “‘borrow” company 
funds — because ineffective controls make it possible. 

But no business need take this risk. There is a way to 
cut down “‘inside theft’? — and to protect all employees from 
the temptation to steal. 

Under the special plan developed by Liberty Mutual for 
buyers of Fidelity and Crime coverages, an Accounting Sur- 
vey will help you plug up loopholes and prevent losses. With- 
out disrupting your present accounting procedures, an expert 
in this field will show you how to keep your employees safe 
from the temptation to steal. He will augment the protection 
provided by your own auditors and public accountants. This 
plan has helped to reduce losses and insurance costs for lead- 


ing businesses from coast to coast. 


As a responsible businessman, you’ll be interested in 
Liberty Mutual’s booklet, ““Loopholes and Losses.’? How- 
ever, it must be personally delivered to you, so that it will 
not fall into improper hands. Just telephone or write for your 


copy today. 





LI B ERTY CE COMPANY - 


. HOME OFFICE: BOSTON 


ee : E 
Protection for Business, Home and Car Owner: 


x We work to keep you safe x 
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SEC Continues Rule 131 Unchanged 


The Securities and Exchange Commis. Rea 
sion recently announced that Rule 131, 


adopted to facilitate the dissemin-tion of oa 
information in Securities Act registration man ; 
statements before such registration state. Natior 
ments become effective, would be con. and C 
tinued in its present form. The rule, set ing m 
out in Securities Act Release No. 3177, snl 
provides that sending or giving to any | sorag 
person, before a registration statement be- and to 
comes effective, a copy of the proposed B. P 
form of prospectus filed as a part of such Nation 
registration statement, shall not in itself at Jo 
constitute an “‘offer to sell,” “offer for Sa 


sale,” “attempt or offer to dispose of,” or it. N 
“solicitation of an offer to buy” within Alvin 
the meaning of Section 2 (3) of the Act, Comm 
if the proposed form of prospectus con- comm 
tains substantially the information te. the R 
quired by the Act and the rules and regu- Texa5, 


Obsolete Calculating Equipment lations thereunder to be included in a The 


prospectus for registered securities, or tag 
substantially that information with certain cs % 
exceptions. The copy must also contain fexibl 
the required legend. era q 
Securities Act Release No. 3177, which nse 
announced the adoption of Rule 131, ef- 


fective December 6, 1946, indicates that 0h 









Your Figure Werk Prod: :tion the operation of the rule would be closely = 
studied for a period of about six months a8 
i : before a determination would be made as | gta 9 
REPLACE with FRIDEN ..... the fully automatic to whether it should be continued, modi- Par 
fied or rescinded. The Commission is of tainin, 
. d the opinion that the rule does facilitate J ss 
Calculator which produces accurate answers the dissemination of information in Se- | ‘“*s 
curities Act registration statements during lend 
to every type of accounting problem. Exclusive a waiting period” and that it should Par 
e continued in its present form. The tal 
: : : Commission stated that no further formal a f 
Operating features make possible Friden Methods. action would or need be taken at this time | 45 54 
since the rule does not contain any limita- ag 
‘ ; ; 4 ai | 
These save you time and money by speeding your ag - asiueieen: lagmeemmale: cg 
tion O 
figure work production with only useful answers. innit Ad Rea tee the in 
A R ; to 18 Cents Per $1 hates 
Call your local Friden Representative who will prove The: giuaimnindin: setman on sales Gh Ci 
surplus property sagged to 18 cents on Par 
it is economical to REPLACE wth FRIDEN. the dollar in May, a new low, the war | micro 
assets administration reported. The aver- legisla 
age fecovery rate since 1944 has been the fa 
34.3 cents. proble 
Total May disposals were $783,831,- ords 
. : ‘ 000 in original cost to the government, 4 means 
Friden Mechanical and Instructional 34 million gain over April, but well below in all 
Service is available in approxi- the billion a month goal set by Adminis- legislz 
mately 250 Company Controlled trator Littlejohn for the first half of this states 
Sales Agencies throughout the year. However, high sales in the first legalit 
isl iatas aii Caniide quarter have held WAA’s average up to fashio 
. the billion level in the first five months, can be 
the agency reported. tion o 
The sag was attributed by a spokes- Coy 
man to two factors: A slowdown in wat non-m 
plant and other real property disposals, postpe 
and a depletion of stocks of the more de- Associ 
sirable consumer goods and machinery. troller 
FRIDEN CALCULATING MACHINE CoO., INC. “We're reaching the bottom of the bat- Illinoi 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIF., U.S. A.* SALES AND SERVICE THROUGHOUT THE WORLD rel,” the spokesman explained. 
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Bank Record Retainment Study 
Is Released 


Realizing the widespread need for a 
thorough study of the bank record retain- 
ment problem, J. William Massie, chair- 
man of the Research Committee of The 
National Association of Bank Auditors 
and Comptrollers, appointed the follow- 
ing members of his committee to a sub- 
committee to initiate a study of the filing, 
storage and destruction of bank records 
and to publish its findings in book form: 
B. P. Allen (chairman), president, First 
National Bank, Wabash, Indiana; C. Ed- 
gar Johnson, vice-president, The First Na- 
tional Bank, Chicago; E. L. Stucker, cash- 
ier, National Bank of Tulsa, Oklahoma. 
Alvin J. Vogel, secretary to the Research 
Committee, acted as secretary to the sub- 
committee. Mr. Massie is comptroller of 
the Republic National Bank in Dallas, 
Texas. 

The committee achieved its main objec- 
tive by covering every phase of the retain- 
ment subject and compiling a manual as 
flexible as it is complete. The manual, 
titled ‘ Filing-Storage-Destruction of Bank 
Records,” contains forty-eight pages and 
is divided into four parts. Because of the 
diversity of records in banks, it was pre- 
pared in loose-leaf form to allow for the 
insertion of additional records and other 
data of importance to the individual bank. 

Part I explains the importance of main- 
taining accurate, up-to-date and readily 
accessible files. It also includes valuable 
charts for use in surveys to determine the 
extent of fire hazard in buildings. 

Part II contains suggested retainment 
petiods for over 300 types of bank rec- 
ords for the guidance of those who desire 
to prepare destruction schedules for their 
own institutions. The flexibility of the 
manual is especially valuable in this part, 
since blank columns allow for the inser- 
tion of the retainment periods desired in 
the individual bank. 

Part III is a concise and up-to-date tab- 
ulation of the state statutes of limitations 
—excellent for quick reference. 

Part IV contains examples of several 
microphotographic bills passed in state 
legislatures. The committee recognized 
the fact that the ultimate solution to the 
problem of retaining the myriad of rec- 
ords is in microphotographing. This 
means to a solution cannot be employed 
in all states, however, until appropriate 
legislation is passed, since only a few 
states have enacted laws approving the 
legality of records reproduced in this 
fashion. The examples of bills in this part 
can be used as a nucleus for the prepara- 
tion of proposed laws. 

Copies of the manual are available to 
on-members of NABAC at $5 each, 
Postpaid. Mail requests to The National 
Association of Bank Auditors and Comp- 
trollers, 38 S. Dearborn Street, Chicago, 
Illinois, 
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O.K. for 





hitch-hiking— 






... but N.G. for sorting checks 


A sturdy thumb is a standard 
accessory for a ride-moocher, but 
makes an awkward tool for sorting 
checks. Thumbwetting, shuffling 
and riffling waste precious hours at 
check reconcilement time. 

With Keysort, your accounting 
department arranges checks more 
accurately, in any sequence... and 
cuts sorting time as much as 85%! 


Au your present checks can 
be converted to Keysort without 
redesigning, without the installation 
of expensive or complicated sorting 
equipment, without interfering with 
present office procedures. Any office 
worker can learn Keysort operation 
in a half hour. 


The cost? Negligible compared 
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Hint 
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with the resulting savings in time 
and money... increased efficiency 
and the elimination of bookkeeping 
bottlenecks. Keysort is a tool your 
accounting department just can’t 
afford to be without! Ask the nearest 
McBee man for a demonstration. 





LIKED BY EMPLOYEES because it turns 
check sorting from a long, boring chore into an 
easy, interesting, jig-time operation. Keysort is 
so flexible that two or more people may work 
on the same job at the same time. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
S 295 Madison Avenue, New York 17,N. Y.... Offices in principal cities 
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Annual Keport Awards Banquet 





For the Presentation of Bronze 
"Oscar of Industry" Trophies to 
Corporations with the Best 1946 
Annual Reports as Selected by 
the Independent Board of Judges 


Grand Ballroom, Hotel Pennsylvania 
The Statler Hotel in New York 
FRIDAY, OCTOBER 10, 1947 





"Oscar" Winners Will Be First 
Announced in the October 8th 
Issue of FINANCIAL WORLD 






For Information on the Awards Banquet 


Wrcte FINANCIAL WORLD 


86 Trinity Place, New York 6 





Finished or semi-finished products that 
are the direct outcome of chemical opera- 
tions made up about 40 per cent. of 
American manufactures by value in 1939. 


The Controller, September, 1947 


Latin America Trade Relations Conditioned 
by Area's “Colonial Psychology” 


Discussing trade relations with Latin 
America recently at the Pacific Coast Con- 
ference of the Controllers Institute, in Los 
Angeles, Dr. Hubert Herring, a faculty 
member of Pomona College, outlined fac- 
tors to consider in connection with Latin 
American trade. 

First, and most important, he said, is 
understanding that Latin America is 
fundamentally a colonial area—colonial in 
psychology and economy. “Latin America, 
by and large, is strictly a colonial area and 
in speaking about Latin America we won't 
get anywhere if we do not remember this. 
Here you have an area two and a half 
times the size of the United States, peo- 
pled by some 128 million. This area has 
all the matkings, economically and govern- 
mentally speaking, of a colonial area. Not 
that it is anybody's colony, but the psy- 
chology is colonial. 

“Like many other colonial areas, Latin 
America is potentially rich. Latin Ameri- 
ca’s colonial economy is revealed in the 
poverty of the people. In 1944, the aver- 
age earnings of the Argentines was 
$237.50, the average income of the Mexi- 
cans in the same year was $31.67; in Bo- 
livia in the same year, $28.50. The aver- 
age income in California the same year 
was $1,480, exceeded only by New York 
$1,595. The last year before the war the 
budget of Brazil was $204 millions. These 
are all markings of colonial economy with 











PHILADELPHIA ° 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO °* 





LOS ANGELES 








potential wealth and actual poverty jos- 
tling each other. Along with this, in 
Latin America the middle class is largely 
missing. 

“There are traditional elements which 
make it difficult for good trade relations 
with the Latin American countries. The 
Monroe Doctrine has been kicked around 
by the Latin Americans. They regard our 
general attitude towards them as a con- 
tinuing attitude of arrogance. The Latin 
Americans resent everything we have done 
in the Caribbean area, almost everything. 
Further they resent our use of the policy 
of non-recognition in order to force our 
will upon various governments. We have 
gone a long way to liquidate the mistakes 
to which the Latin Americans have called 
our attention. We have taken the stand 
that every Latin American country has the 
same right to its sovereignty as we have. 
We have step by step liquidated the sore 
points in relation to Latin America. 

“Let me summarize some of the confu- 
sions which the United States policy now 
faces: 

1. We want democracy 
2. We want to resist Communism 
3. We want trade 

“In order to do business with Latin 
America, Washington should take its 
diplomacy more seriously and specifically 
that we pick out our diplomats with 
greater care than we have ever done be- 
fore. Our diplomacy with Latin America 
has long gone by the falls, and has been 
weak, and the hands of all concerned in 
dealing with Latin America have been 
tied.” 


Enough Natural Resources? 

The development of the American econ- 
omy has been determined largely by the 
natural resources at our disposal and by 
our ability to obtain fundamental raw ma- 
terials from them. Although some of our 
more valuable resources may be seriously 
depleted in one or two decades, this need 
not be an insuperable barrier to main- 
taining high levels of production and em- 
ployment. Our reserves of zinc, lead and 
bauxite will be exhausted by 1960 and 
our crude petroleum and natural gas sup- 
plies will be partially depleted. 

But, observes “America’s Needs and 
Resources,” a recent study, we will have 
enough coal on hand for a thousand years; 
plenty of nonmetallic minerals such as 
limestone to meet all conceivable de- 
mands; and a boundless supply of clays 
containing aluminum and of brown ores 
containing lead—if we can develop feasi- 
ble processes for their exploitation. More- 
over, technological innovations in the 
form of substitutes, new applications and 
new combinations will continue to ¢X 
pand our natural resources capacity. 
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THE MARK OF SUPERIORITY 
jOs- IN MODERN BUSINESS MACHINES 
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MEANS EVERYTHING IN BUSINESS MACHINES 









modern machines for every need 


cost-saving counsel for every business 
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We take over 


PAYROLL 
HEADACHES! 


PAYROLL 
HEADACHES 





No longer need you be concerned with the 
problems of turning out payroll and related 
tax work, 

Using high speed alphabetic and numeric 
machines, payroll specialists will turn out for 
you all the completed forms you require. 

They will provide you, regularly, with: 

Checks ready for your signature ... or 
slips to insert in pay envelopes. 

Complete Payroll Registers .. . detailing 
hours worked, earnings, deductions, net pay. 

Quarterly Employee Earnings Statements 
... Labor Distribution Schedules, W-2 
Forms, Lists of Employee Deductions—and the 
other reports you may require. 

Find out how much time and money you 
can save with this service—using your figures 
as a comparison. 

Payroll Service has been developed by the 
Recording and Statistical Corporation, a firm 
that has been compiling confidential statistics 
for many American companies since the turn 
of the century. 


Other statistical services 

Sales Analyses, traffic studies, price studies, 
retroactive pay-increase calculations and other 
Statistical data of most every type are com- 
piled accurately and economically. 

Investigate! Send for descriptive booklet, 
“Payroll Service,” and let us quote on your 
tabulation work. 


Recording and Statistical 


Corporation 
CHICAGO BOSTON DETROIT 
MONTREAL TORONTO 


102 Maiden Lane, New York 5, N. Y. 
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Banks Have Variety of Pension Plans 


Although there has been a rapid 
growth in the number of pension plans 
adopted for bank employes in the last 
five years, there is very little agreement 
among banks relative to the type of plan 
used for employe retirement, according 
to a study of such plans completed by 
the Bankers Trust Company, of New 
York. 

The study covers two-thirds of all 
bank employes in the nation, employed 
in the 700 banks with deposits in excess 
of $22,500,000, and, in addition, banks 
covered by state association plans. 

During the 1942-1947 period 177 new 
plans were established, the study showed. 
Of the 700 banks, only 112 had formal 
pension plans prior to 1942. Among 
the bankers associations sponsoring 
group plans available to member banks, 
there are now thirteen whose plans em- 
brace coverage for more than 8,000 em- 
ployes. 

Of the 289 banks in the study-group 
that now have formal pension plans, 226 
different plans are in use. The study in- 
cludes an analysis of these plans covering 
eligibility, retirement ages, employe con- 
tributions, benefits and other conditions. 
The most common factor was the general 
agreement on an average retirement age 
of 65, although some plans provide for 
earlier pensions. 





McKinsey, Kearney & Company 


Management Consultants 


announce the change of the firm name 








It will continue to offer consulting services to management: 


Production 


Accounting and Budget Controls 


Sales and Marketing 
Personnel 
Industrial Relations 


Wage Incentives 








to 


| A. T. Kearney & Company 


135 South LaSalle Street « Chicago 3, Illinois 


The firm organization and personnel will remain as before. 


Established in 1926 as James O. McKinsey & Company 








The war-born interest in employe te. 
tirement plans is not centered in particu. 
lar areas but is nation-wide, a breakdown 
by geographical areas indicated. 

Many institutions that do not maintain 
formal pension plans have adopted infor. 
mal practices to cover payment of pen- 
sions to old employes, the amounts in 
most cases being calculated on a basis of 
merit and need. The study concludes that 
such a plan often is more costly than es- 
tablishment of a formal plan. 

Many institutions also have adopted 
profit-sharing systems to provide retire- 
ment funds for individual employes, the 
study showed. Some banks combine profit 
sharing with a formal plan, while others 
view profit-sharing wholly as incentive 
pay. ; 

A simple yardstick for computing the 
cost of a pension plan to a given institu- 
tion is included in the book. This explains 
the use of the past service and future serv- 
ice benefit formulas, and illustrates the 
way in which annual costs are calculated, 
utilizing a pre-determined list of mathe- 
matical factors. 


* * % 


“Government, not industry, is responsi- 
ble for the large inflation in money and 
credit.”—Earl Bunting, president, Na- 
tional Association of Manufacturers. 








Cost Reduction 
Executive Compensation 
Organization Studies 
Industrial Engineering 
Financial Reports 


Economic Studies 
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about it. As a result, shipments lag, inventory bottle necks, 
operating capital is tied up, and sales slow down to keep in step. 


Your Diebold man can contribute a great deal toward speeding 
up your work-in-process schedule, however satisfactory, 
through practical control methods. With every type of record 
system to offer he is prepared to give you an 

unbiased recommendation following a careful 


Even though you don’t feel the need for major 
changes, why not send for the new Diebold booklet 
“Controlling, Handling and Housing Shop Orders,” 
or phone the nearest Diebold Branch or 

dealer for interesting and valuable suggestions? 


Diebold 


MICROFILM «+ ROTARY, VERTICAL AND VISIBLE FILING 

EQUIPMENT « SAFES, CHESTS AND VAULT DOORS 

¢ BANK VAULT EQUIPMENT « BURGLAR ALARMS °« 
HOLLOW METAL DOORS AND TRIM 


po-—-——————————-—--—--------- 





analysis of your situation. r-— 





Too many businesses are struggling under the handicap of a Model T 
record system simply because no one has had the time to do anything 


- is holding up the parade 





DIEBOLD, INCORPORATED 
1413 Fifth Street 


Canton 2, Ohio 


Please send my free copy of “Controlling, 
Handling and Housing Shop Orders” that 


tells how to speed up my paper work, 


Name 


Firm Name 


Address . . 


CAY ont SIDE 5... 55s ee 
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1939 Distribution Pattern Holds In Postwar 
Cotton Textiles, Survey Finds 


Distribution of the consumer dollar for 
cotton textiles shows no appreciable 
change from 1939, even though there 
have been upheavals in the price and cost 
structure, according to a survey of The 
Cotton-Textile Institute, Inc., released re- 
cently. The retailer got 32.6 cents of the 
cotton textile consumer dollar in 1946, 
exactly the amount received in 1939, it 
was pointed out. The cutters’ share has 
decreased from 38.1 cents to 37.8 cents; 
mills and finishers are receiving 17.9 
cents compared to 19 cents; and the vari- 
ous interests connected with unprocessed 


cotton have increased their share from 
10.3 cents to 11.7 cents. 

Since the end of the war, according to 
the institute, the general pattern of price 
behavior has followed that of the years 
following World War I. In both of the 
periods, it was pointed out, textile prices 
rose sharply about a year before the United 
States made formal entry into war, and 
raw material prices increased to the same 
extent percentagewise. 

The similarity between the two periods 
is evident also in the factor of raw mate- 
rials, in that now as then the cotton crop 


OFFICE MACHINES 
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00 ° national orga n 
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INTERNATIONAL 


OFFICE APPLIANCES, Inc. 
29-31 EAST 22 STREET, NEW YORK 10, N. Y. 














was short, particularly in better quality fi. 
bers. Moreover, American cotton textile 
exports expanded rapidly in both periods, 
and the British textile industry could not 
get back into full swing, operating at 
about 65 per cent. of capacity at best. 

Notable differences between the two 
periods, however, were listed in the insti- 
tute’s survey. These were that following 
World War I, as after the Civil War and 
the War of 1812, there was a period of 
hesitancy during which prices declined, 
followed by a replacement boom, varying 
from twelve to eighteen months. After 
World War II, there was no period of 
hesitancy. 

Also, following the first World War, 
there was an expansion of capacity, 
whereas more recently there has been a 
substantial decrease in spindles. Another 
significant difference is that in the World 
War I transition period the Government 
did not support the price of agricultural 
products, as it does currently. 


“Social Gains” vs. Production 


Our preoccupation with money wage 
rates has sealed our eyes against a clear 
view. However desirable the “social 
gains” of labor may be, we should not 
confuse them with some other funda- 
mentals. This applies to “vacation with 
pay,” “time and a half for overtime,” 
“promotion by age,” ‘“‘paid sick leave,” 
gtoup insurance,” ‘‘pensions,” ‘‘unem- 
ployment insurance,” “‘portal-to-portal 
pay,” “night shift differentials,” “guaran- 
teed wages” for slack periods, and a host 
of others. To provide some of these pay- 
ments may be most desirable, but we 
should stop calling them ‘“‘purchasing 
power”; we should stop viewing them as 
making a net addition to the real income 
of the consumer. For the most part, these 
are payments for nothing; they constitute 
money outlays with no comparable pro- 
duction offsets. 

Common sense should reveal that if 
every workman is paid an hour per day 
of portal-to-portal travel time, or warm- 
ing-up time, or whatever may be the pre- 
text, this does not produce more shoes, 
more furniture, more food or anything 
else. It may provide more dollars, but 
common sense shows that payments for 
doing nothing cannot augment the stand- 
ard of living of our people. The only pur- 
chasing power, viewing the country as 4 
whole of which each of us is a part, 1s 
the production of more goods and setv- 
ices. Money is a mere medium of ex- 
change. Great Britain is a prize example 
of a country bed-ridden with social secut- 
ity. Have we the wit to profit from her 
maladies, by keeping a proper balance? 


Excerpts from an address before the Na 
tional CIO-Education Conference by Emerson 
P. Schmidt, published in Commercial and Fi- 
nancial Chronicle, March 20, 1947. 
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| Reviews of Recent Publications 





How BIR Operates 


BUREAU PROCEDURE. Published by 
Commerce Clearing House, Inc., Chi- 
cago 1, Illinois. $1.00. 


A handy booklet covering the organiza- 
tion and procedure of the Bureau of In- 
ternal Revenue. Especially noteworthy is 
the convenient, numerically arranged list 
of principal Official Treasury Department 
Forms, relating to income and miscellane- 
ous taxes, setting forth the subject of each 
form with a short résumé of its coverage, 
including helpful references by paragraph 
number to the Regulation prescribing 
its use, as reported in CCH’s Standard 
Federal Tax Reporter. For all federal 
tax men in private practice or govern- 
ment service—lawyers, accountants, reve- 
nue agents, and collectors—this concise 
publication should prove a valuable source 
of information on the organization of 
and procedure before the various units, 
offices, and divisions of the Bureau of In- 
ternal Revenue. 


Collective Bargaining 


ECONOMIC FUNDAMENTALS OF 
COLLECTIVE BARGAINING. Pub- 
lished by American Management Asso- 
ciation, New York 18, N. Y. $1.00. 
Covers problems involved in wages and 

productivity, a plan to share cost savings 

with employees, and a panel discussion on 


the pattern of tomorrow's collective bar- 
gaining. 


PRICE-QUANTITY INTERACTIONS 
IN BUSINESS CYCLES. By Frederick 
C. Mills. Published by National Bu- 
reau of Economic Research, New York 
23, N. Y. $1.50. 

This new work deals with the interre- 
lated changes of commodity prices and 
physical quantities under the impact of 
cyclical forces. Second in a series pub- 
lished by the N. B. E. R., it will be fol- 
lowed by five others on various aspects of 
business cycles, output and employment 
trends, and finance and credit in the 
American economy. 


Tax Problems: 56 Varieties 


PROCEEDINGS OF NEW YORK 
UNIVERSITY FIFTH ANNUAL 
INSTITUTE ON FEDERAL TAXA- 
TION. Published by Mathew Bender 
& Co., Inc., Albany, New York. 


This volume presents fifty-six current 
federal tax problems discussed by a dis- 
tinguished group of tax practitioners. 
Each chapter constitutes the develop- 
ment of a lecture delivered before the 
Fifth Annual Institute on Federal Taxa- 
tion held at New York University in 
November, 1946. 

The reviewer's ingenuity is taxed, if 
he may use this word in this connection, 
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in trying to decide how to proceed with 
the review of this tome. Each article js 
of distinctive merit. Each subject is of 
current significance. A review of one 
article and not the others would be 
slighting the latter and their authors, 
A review of them all would violate the 
word limits allotted to him, and would 
extend perhaps beyond his own scholas. 
tic depths. After weeks of lighting from 
one chapter to another and of bogging 
down here and there, the reviewer has 
come to the conclusion that no review 
can really do full justice to this book, 
Needless to say more, the book is highly 
commendable. 

The skilled and inexperienced tax. 
men are certain to find within its covers 


(Please turn to page 484) 





Forthcoming Reviews 
of Publications 


Terminal Airport Financing and 
Management. By Lynn L. Bollinger, 
Alan Passen and Robert E. McEI- 
fresh. 


Advanced Accounting. By Dr. 
Roy B. Kester. 


Advanced Accounting. By Dr. 
E. I. Fjeld and Dr. Lawrence W. 
Sherritt. 


Budgeting for Management Con- 
trol. By Floyd H. Rowland and 
Wm. H. Harr. 


Profit Sharing and Pension Plans. 
By Raymond Clark. 


Profit Sharing and Pension Plans. 
By C. Morton Winslow. 


Facts and Figures in Government 
Finance. Published by the Tax 
Foundation. 


Industrial Directory of New York 
State. Published by the New York 
State Department of Commerce. 

Developing Morale. By George | 
D. Halsey. 

Role-Playing in Supervisory Train- 
ing. By Leland P. Bradford and 
Ronald Lippitt. 


Training for Management Skills. 
Published by American Manage- 
ment Association. 


The Federal Antitrust Laws. Pub- 
lished by Commerce Clearing House, 
Inc. 


National Product Since 1869. 
Published by the National Bureau 
of Economic Research. 
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IT’S A CRIME —the loss, delay and extra work 
caused by mis-filing. HERE’S WHAT TO DO! 


ecomaoresn 


N° NEED to blame innocent file clerks! No excuse 


for loss or delay! You can eliminate ineffi- 





ciency — organize your office to find information 
quickly, with modern Remington Rand filing / 
systems and techniques. These simplified filing 

methods save time and effort of both executives 
and clerks—provide a scientific, unified plan which 
every employee will understand and follow. We'll 
gladly send full facts. Write today for your copy 


of LB 218—“‘The Office Manual of Better Filing 
Supplies” which contains complete descriptions of 





up-to-date filing systems and filing aids. Systems 
Division, 315 Fourth Avenue, New York 10, N. Y. 
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Sixteenth 
Annual 
«Meeting . 


CONTROLLERS 
INSTITUTE 
OF 
AMERICA 


October 19-22, 1947 


The Drake Hotel 


CHICAGO 




















WE... stand steadfast and im- 
movable against Communism and to- 
talitarianism. . . . We resent the at- 
tempts of those who seek to utilize any 
branch of organized labor for the pur- 
pose of imposing upon our nation a 
form of foreign-conceived ideology— 
William Green, President of the Amert- 
can Federation of Labor. 


TAX PROBLEMS 
(Continued from page 482) 











solutions to many vexing problems and 
assurances of many perplexing doubts. will consult it. 
Preface 

Introduction 

How to Prepare an Estate Tax Return 

Life Insurance Planning for Estate and Gift Taxes 


Restrictive Agreements for Purchase of Stock: Effect on Estate and Gift 
Tax Valuations 


Tax Planning for the Income of a Decedent and His Estate 
Living Trusts under the Estate and Gift Taxes 

Avoidance of Double Death Taxation of Estates and Trusts 

The Effect on Estate Planning of Effective Business Organization 
First Steps in Federal Tax Procedure 

Phases of Tax Administration 


Tax Court Pleadings and Rule 50 Settlements: Points to Be Considered 
in the Petitioner’s Behalf 


The Preparation of Protests and Briefs Enforcing Tax Liens 
Federal Tax Liens and Their Enforcement 
Treaties to Eliminate International Double Taxation and Fiscal Evasion 


The Preparation of Returns Other Than the Basic Income, Gift, and 
Estate Tax Returns 


Representing Individuals Charged with Tax Evasion 

Check List to Consider in Studying Valuation Problems 

Closing and Compromise Agreements and Taxpayers’ Rulings 

The Problems in Administration in the Collector's Office 

The Filing of Consolidated Returns 

Tax-Benefit Rules, War Loss Recoveries, and Other Points 

Income Tax Problems in Buying or Selling an Entire Business 
Depreciation and Depletion Abandonment, and Loss of Useful Value 
Relations Between Closely Associated Companies 

Current Tax Issues 

The Administrative Procedure Act and the Bureau of Internal Revenue 


Aliens, Taxes and ‘Engaged In Trade or Business Within the United States” 


Buying and Selling Real Estate 

Dividend Policies in View of Section 102 of the Internal Revenue Code 
Accounting Methods and Periods 

The Mock Tax Court Trial 
Relationship of Basis to Holding Period 


Pension and Profit Sharing, Including Problems of Beneficiaries, Under 
a Pension Trust 


Place of Sale in Foreign Trade 

Mortgage Collection and Mortgage Disposition 
Tax on Income Arising from Estates and Trusts 
Husband and Wife Transactions 


Disposal of Property by Special Groups: Partners Families; Trustees 
and Beneficiaries; Farmers 


Buying and Selling Securities 

Planning for Realization of Capital Appreciation 

Bad Debt and Worthless Security Write-Offs 

Determination of Net Income on Accrual Basis 

Cancellation of Indebtedness 

Marriage, Divorce and Taxes 

Dividing an Existing Business 

Liquidating a Corporation 

Recapitalizing an Existing Business 

Merging with Another Business 

Unraveling a Partnership After the Tower Case Stock Redemptions 
Claiming and Getting Relief under Section 721 

Section 722 in the Light of Recent Tax Court and Treasury Study 
Administrative Problems Faced by the Excess Profits Tax Council 
Round Table Discussion of Today’s Problems Under Section 722 


Hence, let the reviewer content himself 
by merely presenting the book’s table of 
contents to display its diversity of sub. 
ject matter and to give the reader an 
inkling of what is in store for him if he 


Paul A. McGhee 
J. K. Lasser 
Roger K. Powel] 


Raymond W. Hilgedag 


Edwin S. Cohen 

Jesse R. Fillman 
Louis Eisenstein 
Abraham I. Guterman 
Charles A. Morehead 
Howe P. Cochran 
Norman D. Cann 


Robert N. Miller 
Allin H. Pierce 
Samuel O. Clark, Jr. 
Roy Blough 


Carbery O'Shea 
Gerald L. Wallace 
Ewing Everett 
Lawrence F. Casey 
James W. Johnson 
Vincent J. Heffernan 
Charles W. Tye 

J. S. Seidman 
George D. Brabson 
George E. Cleary 
Stanley S. Surrey 
Robert F. Magill 
Jay Slonim 

H. Kenneth Marks 
Mark E. Richardson 
Clarence L. Turner 


Jacob Rabkin and Martin M. Lore 


Leo A. Diamond 


Meyer M. Goldstein 
Charles J. Siegel 
Leopold Schorr 
George Craven 
Martin Atlas 


Leslie Mills 

John P. Allison 
Harry Silverson 
Thomas J. Green 
Max Rolnik 
Thomas N. Tarleau 
Harry J. Rudick 
Bernard J]. Long 
Wilbur H. Friedman 
Sydney A. Gutkin 
Robert W. Wales 
Vincent H. Maloney 
Paul D. Seghers 
Jacquin D. Bierman 
Charles D. Hamel 


Merle H. Miller, William L. Kumler, Morton P. Fisher, Wirth F. Ferger, 


H. Donnelly, Jr., Jacquin D. Bierman 
Invested Capital Problems 
Claims under Section 711 
Sections of the Excess-Profits-Tax Law Not Covered by Prior Lecturers 


C. Rudolf Peterson 
Lawrence E, Cohn 
Troy G. Thurston 


Reviewed by J. H. LANDMAN 
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American-Flag Ships’ Competitive 
Disadvantage Found Growing 
The competitive disadvantage of Ameri- 
can-flag ships has nearly doubled since the 
beginning of World War II, according to 
an analysis of the world’s merchant ma- 


tine by the National Industrial Confer- 


ence Board. In 1938, the average monthly 
wage for an able seaman on the average 
foreign-flag vessel was 59 per cent. of the 
wage paid an able seaman on an Ameri- 
an-flag ship. When the analysis was com- 
pleted (June, 1947), the foreign seaman 
received only 39.8 per cent. of an Ameri- 
can seaman’s wages. 

An American steamship company pays 
more than $10,000 a month for wages as 
compared with $6,600 a month for Cana- 
dians and $4,300 for the British aboard 
ships in the same class. ‘“The wage bill for 
1 United States Liberty manned by Ameri- 
cans is now $12,069.40 a month.” 

The ‘‘per diem” cost of providing food 
for the crews of ships flying the flags of 
Great Britain and the Netherlands aver- 
ages approximately 80 cents per capita. 
On American-flag ships the cost averages 
about $1.40. In other words, the subsist- 
ence differential is $18 a month greater 
per crew member on American-flag ships. 

Operating costs of American-flag ves- 
sels before the war were 20 per cent. 
higher in relation to total revenue than 
the average operating costs of foreign-flag 
ships. Of this differential, wages and re- 
paits accounted for 80 per cent. Since re- 
pair costs are primarily labor costs, nearly 
all of this 80 per cent. represents wages. 


1946 Foreign Trade Tonnages 

Ocean-borne foreign trade reached the 
high level of 101 million tons in 1946, 
with American-flag vessels accounting for 
two-thirds of the tonnage transported. In 
1937, a typical prewar year, American 
xean-borne trade aggregated 48 million 
tons. About one-fourth of this volume was 
artied in ships flying the American flag. 

Postwar peculiarities have characterized 

postwar shipping which consisted of 
UNRRA cargoes and of bulk commodities 
needed by war-ravaged and destitute coun- 
tries. Nearly half of the 1946 total export 
tonnage was accounted for by a single 
commodity, coal. 
_ The rapid recovery of foreign shipping 
is demonstrated in the decline in percent- 
age of ocean-borne imports and exports 
attied in American bottoms. During the 
ust half of last year American ships car- 
tied nearly 75 per cent. of exports from 
this country. By the final half year this 
share had dropped to 60 per cent. 

A year ago, American vessels had an 
‘getegate dead-weight tonnage of more 
than 43 million tons. Today they repre- 
‘ent about 24 million tons. Before the end 
of the year the total is expected to drop 
© 20 million tons, or less than half the 
1946 figure. 
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Bunting and Read Are Announced as 
Annual Meeting Speakers 





LEONARD E. READ 


Discusses Free Enter prise 





EARL BUNTING 
Addresses Annual Banquet 


States Legislatures Adding New 
and Increasing Old Taxes 


New or increased state taxes on popular 
commodities have been approved by the 
legislatures of almost twenty states since 
January 1, 1947, according to a survey re- 
cently completed by the Public Adminis- 
tration Clearing House of Chicago. Most 
of the new or increased levies are on sales, 
cigarettes, gasoline and liquor. 

The impost on cigarettes appears to 
have been the most widely adopted tax, 
with fourteen states passing such tax laws 
this year. Six of the states imposed new 
taxes and eight increased the levies. Min- 
nesota became the thirty-sixth state to tax 
cigarettes, adopting a levy of 3 cents a 
pack. Indiana and Michigan adopted simi- 
lar taxes. In Montana and Nevada, a 2- 
cent cigarette tax law was passed, and in 
West Virginia, 1 cent. Other states that 
increased their cigarette tax were Arkansas, 
Connecticut, Kansas, Maine, Nevada, New 
Mexico, Pennsylvania and Rhode Island. 

At least eight states increased taxes on 
liquor, wine or beer. These are Arkansas, 
Connecticut, Idaho, Minnesota, New Jer- 
sey, North Carolina, Tennessee and West 
Virginia. In North Carolina, the addi- 
tional revenues will be used to pay a 20 
per cent. increase in salaries of state em- 
ployees recently voted by the legislature. 

Sales taxes have been adopted in Con- 
necticut, Maryland, Rhode Island and 


Tennessee. In Oregon, a sales tax propo- 
sal adopted by the legislature will be sub- 
mitted to voters next fall. In Massachu- 
setts legislators are considering a sales tax 
recommended by the Governor. The sales 
tax now is operating in some form in 
twenty-seven states. 

Last year, sales tax collections by vari- 
ous states exceeded $1,000,000,000. 

In all new cases, sales taxes are coupled 
with other legislation to increase tax reve- 
nues. The 3 per cent. sales tax adopted a 
short time ago in Connecticut, which is 
expected to yield about $26,000,000 a 
year, is coupled with increased taxes on 
liquor, cigarettes and business. Revenues 
from Tennessee's new 3 per cent. sales 
tax will be augmented by increased liquor 
taxes. 

So far, seven states have increased taxes 
on gasoline: Colorado, Maine, Maryland, 
Michigan (on marine fuel), Nevada, 
Rhode Island and Vermont. The largest 
increases were in Colorado and Maine 
where rates were raised from 4 to 6 cents 
a gallon. West Virginia, Idaho and some 
other states extended emergency (war) 
gasoline tax rates. 

Most of the added revenues of the 
states will be applied to financing pay in- 
creases, highway improvements and gen- 
erally increased costs. 
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Personal Notes About Controllers 





Mr. Edward S. Reddig, controller of White 
Motor Company, Cleveland, has been elected 
to the additional post of vice president of the 
company. Mr. Reddig is a member of the Con- 
trollers Institute of America. 


Mr. M. L. Jarboe, a past president of the 
Pittsburgh Control of the Controllers Institute, 
and chairman of the board of directors of 
Hood Chemical Co., is now serving as chief 
executive officer of the company following the 
resignation, as president, of Mr. Kenneth P. 
Dietrich, due to ill health. 


Mr. A. L. Fowler has been named a director 
of Day & Zimmerman, Inc., of Philadelphia. 
Mr. Fowler is president of the Philadelphia 
Control of the Controllers Institute of America. 


Mr. Robert H. Hamill, formerly controller, 
was recently appointed secretary and treasurer 
of Swindell Brothers. Inc., of Baltimore. Mr. 
Hamill is a past president of the Baltimore 
Control of the Controllers Institute of America. 


Mr. Lewis W. Mustard III has been elected 
a director of the Telautograph Corporation to 
succeed his father, Lewis W. Mustard Jr., who 
resigned. The new director is secretary and 
treasurer of the Publishers Financial Bureau, 
Babson Park, Massachusetts. 


Mr. Richard H. Doe, who is currently serv- 
ing as president of the Twin-Cities Control of 
the Controllers Institute, has become controller 
of United Properties, Inc., of St. Paul, Minne- 
sota, which is the holding company of the 
Emporium, St. Paul, which Mr. Doe previ- 
ously served as controller. 


Mr. Kenneth C. Richmond, a member of the 
Controllers Institute of America, has been 
elected a director of Abraham & Straus, Inc., 
of Brooklyn, New York. Mr. Richmond holds 
the position of vice president and treasurer of 
the firm. 


The board of directors of The Babcock and 
Wilcox Company, has elected Alan E. Phin, a 
member of the Controllers Institute, to the 
office of vice president of the company. Mr. 
Phin previously served as comptroller. 


Mr. Charles L. Snyder, formerly connected 
with Snyder-Quinby Associates, of Detroit, 
Michigan, and a member of the Controllers In- 
stitute of America, is now treasurer of Heat 
Generating Systems, Inc., of Detroit, a com- 
pany producing air-conditioned hair driers, de- 
humidifiers, and industrial process heating 
equipment. 


Mr. D. F. Walker, a past secretary of the 
Cincinnati Control of the Controllers Institute 
of America, recently accepted the position of 
controller of The Liebel-Flarsheim Company, 
of Cincinnati, Ohio. Mr. Walker, who is cur- 
rently serving on the board of directors of the 
Cincinnati Control, was formerly controller of 
the Hilton-Davis Chemical Company, Division 
of Sterling Drug, Inc. 


Mr. N. J. Pugh was recently elected a direc- 
tor and treasurer of The Raven Peerless Com- 
pany, of Beckley, West Virginia. Mr. Pugh, 
who is a member of the Controllers Institute 
of America, continues in his previously-held 
positions of secretary and treasurer, and direc- 
tor, of Raven Red Ash Coal Company, and 
Raven Coals, Incorporated. Until April, 1947, 
when he resigned, Mr. Pugh was also director 





and secretary-treasurer of Raleigh Smokeless 
Fuel Company and Lillybrook Coal Company, 
with which firms he had been connected since 
1922. 


Mr. William J. Hogan recently resigned his 
position as controller of H. J. Heinz Company, 
Pittsburgh, to become treasurer and senior 
financial officer of American Airlines, Inc., 
New York. Mr. Hogan, who is a member of 
the Controllers Institute of America, succeeded 
Mr. Maulsby Forrest who had resigned be- 
cause of ill health. 


Mr. Bernard S. Rodey, Jr., a member of the 
Controllers Institute of America, has been 
elected assistant secretary of Consolidated Edi- 
son Company of New York, Inc. In addition, 
he still continues as manager of the Tax De- 
partment. Mr. Rodey had formerly been asso- 
ciate controller of the firm. 


Mr. Walter A. Bowers, formerly vice presi- 
dent of the Aireon Manufacturing Corpora- 
tion, Kansas City, and a member of the Con- 
trollers Institute of America, had been named 
first president of Utopia College, in Eureka, 
Kansas. The college will open its doors this 
fall. It was founded by Roger W. Babson, 
economist and business analyst. Mr. Bowers 
was previously associated with the educa- 
tional field, being connected with the School 
of Business of the University of Kansas. 


Mr. John T. Seaman, controller of the Con- 
tinental Bank and Trust Company of New 
York since 1937, has been elected a vice presi- 
dent. Mr. Seaman joined the bank in 1931 as 
an auditor. 


Mr. Fred E. King, executive vice-president 
of Munsingwear, Inc., Minneapolis, contrib- 
uted an article to the July, 1947 issue of ‘The 
Journal of Accountancy,” entitled “Is There a 
Field for Accountants in the Future of Labor 
Negotiations ?”” Mr. King is a member of the 
Controllers Institute of America and a past 
president of the Twin Cities Control of The 
Institute. 


Mr. Raymond G. Lochiel has been elected 
vice president and comptroller of Capital Air- 
lines. Mr. Lochiel, who previously served as 
vice president and treasurer of the company, is 
a member of the Controllers Institute of 
America. 


Mr. M. S. Tysseland has been named resi- 
dent controller for the new Ford assembly 
plant at Atlanta, Georgia. The Ford Motor 
Company likewise announced the appointment 
of Mr. C. R. White Jr. as assistant resident 
controller of the plant. 


Mr. Frank B. Cliffe, formerly assistant 
comptroller of General Electric Company, 
Schenectady, New York, is now treasurer and 
controller of H. J. Heinz Company, Pitts- 
burgh, Pennsylvania. Mr. Cliffe is well-known 
to members of the Controllers Institute, hav- 
ing addressed several of its local Control meet- 
ings and regional conferences in addition to 
being represented in “The Controller’ with 
feature articles in June, 1939, and February, 
1944. 

Mr. Cliffe resigned from his position with 
General Electric Company following 27 years 
of service which was interrupted only by gov- 
ernment work during both world wars. 


a, 


Mr. Carl Nallack Chatters, controller of the 
Port of New York Authority, has been ap- 
pointed Professor of Municipal Administration 
and Finance at Northwestern University 
Evanston, Illinois. Mr. Chatters, a member of 
the Controllers Institute and the Municipal 
Financial Officers’ Association, is the first to 
hold this professorship. 


Mr. Edwin V. Carlson is now associated 
with Arizona Edison Company, Inc., of Phoe. 
nix, Arizona. Mr. Carlson, a member of the 
Controllers Institute, was previously connected 
with Don Baxter, Inc., of Glendale, California 


Mr. Ray Spitler, comptroller of Piedmont 
Hotel Co., Atlanta, Georgia, is the author 
of an article in “Hotel Bulletin,” for May, 
entitled, “Is Your Filing System Efficient?” 
Mr. Spitler, who was a charter member of 
the Atlanta Control of the Controllers In. 
stitute, is the current president of the Con. 
trol. 


Mr. Arthur R. Burbett, president of The 
National Association of Bank Auditors and 
Comptrollers, has appointed standing com- 
mittees for savings banking and trust bank. 
ing. Mr. Burbett, a member of the Control- 
lers Institute of America, is comptroller, 
The First National Bank of Baltimore, Mary- 
land. 

Chairman of the Savings Banking Committee 
is Mr. Everett J. Livesey, assistant comptroller, 
Dime Savings Bank of Brooklyn, New York. 
Members of his committee are: Messrs. Edward 
Anderson, vice-president and cashier, United 
Savings Bank, Detroit, Michigan; Raymond 
C. Deering, comptroller, Manufacturers 
Trust Company, New York, New York; 
Herbert F. Gramstorff, comptroller, Indus- 
trial Trust Company, Providence, Rhode Is- 
land; J. R. Hofmann, assistant cashier, 
Oakland Main Office, Bank of America, 
N.T.&S.A., Oakland, California; R. R. John- 
son, comptroller, Society for Savings Bank, 
Cleveland, Ohio; Thomas J. Toohill, assist: 
ant vice-president, Philadelphia Savings 
Trust Society, Philadelphia, Pennsylvania; 
Eugene G. Webb, vice-president and cashier, 
American Savings Bank, Atlanta, Georgia. 

Chairman of the Trust Banking Commit 
tee is Mr. Arthur C. Suhrbier, assistant aud- 
itor, the Continental Illinois National Bank 
and Trust Company, Chicago. Members of 
Mr. Suhrbier’s committee are: Messrs. Wade 
H. Creswell, assistant auditor, Safe Deposit 
and Trust Company, Baltimore, Maryland; 
George M. Doyle, auditor, Crocker First 
National Bank, San Francisco, California; 
George Ehrhardt, assistant secretary, Central 
Hanover Bank and Trust Company, New 
York, New York; Britt Knight, comptroller, 
Omaha National Bank, Omaha, Nebraska; 
Walter S. March, vice-president and comp- 
troller, The Central Trust Company, Cincin- 
nati, Ohio; John E. Renstrom, comptroller, 
First National Bank, Denver, Colorado; 
George C. Robinson, trust operation officer, 
Fidelity-Philadelphia Trust Company, Phil- 
adelphia, Pennsylvania; D. D. Whitcraft, as 
sistant auditor, The Riggs National Bank, 
Washington, D. C. : 

Members of the Controllers Institute of 
America included in the Trust Banking Com 
mittee are Messrs. George M. Doyle and Walter 
S. March. 
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Two Institute Members Are 
Named Company Presidents 


Mr. Earle G. May, holder of The Insti- 
tute’s certificate 759, has been elected 
president of Mc- 
Lellan Stores 
Company, New 
York, succeed- 
ing Mr. W. L. 
Nolan, who be- 
came chairman 
of the board of 
directors of the 
firm. At the 
same time it was 
announced that 
Mr. H. Y. Mc- 
Leish was named 





MR. MAY 


treasurer, and Mr. J. P. Heuer was ap- 











A MAJOR 
PROBLEM OF 
ACCOUNTANTS 


Koi the prop- 
erty accounts in line 
with the property 
facts. Properly de- 
signed appraisal ser- 


vice is the answer. 


_ Th AMERICAN 


APPRAISAL 
Company 
Over Fifty Years of Service 
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pointed assistant treasurer and assistant 
secretary. 

| Ton aay 
McCready, who 
previously served 
as secretary- 
treasurer and as 
a director of 
Grand Rapids 
Store Equipment 
Company, Grand 
Rapids, Michi- 
gan, has been 
elected president 
of the company. 
Mr. McCready 
will continue to serve in the post of treas- 
urer. A member of the Controllers Insti- 
tute of America, he joined the company 
on June 1, 1926 and has filled the offices, 
during the intervening years, of comptrol- 
ler, assistant treasurer, and treasurer. Prior 
to his affiliation with the company, he was 
with the Chicago office of Haskins & Sells. 


Bruno 





MR. McCREADY 





OBITUARY 











EDWARD W. HIGGINS 


Edward W. Higgins, controller of 
Merck & Co., manufacturing chemists, of 
Rahway, New Jersey, died on August 3 
at LaMoine, Maine, his summer home. 
He was 53 years old. His winter residence 
was at 10 Sherman Avenue, Summit, 
New Jersey. 

Born in Minneapolis, Mr. Higgins was 
graduated from Wabash College in 1916 
and from Harvard Graduate School of 
Business Administration in 1921. He 
served in the first World War as a lieu- 
tenant in the Chemical Warfare Service. 

After seven years with the White Mo- 
tor Company of Cleveland, Mr. Higgins 
became associated with Fisher & Co., a 
personal holding company which super- 
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pension 
and profit- 
sharing plans 


Write for Pamphlet 
“Recent Developments” 


PENSION PLANNING COMPANY 
Actuarial Consultants 


MEYER M. GOLDSTEIN, C. L. U. 
Director 
527 Fifth Avenue, New York 17 
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vised the investment of Fisher Brothers 
of Detroit. In 1930 he joined the Bald- 
win Locomotive Works of Philadelphia 
as assistant to the president. 

Mr. Higgins became associated with 
Kidder, Peabody & Co., New York in- 
vestment bankers, in 1935, and joined 
Houston & Jolles, industrial and financial 
consultants, four years later. After operat- 
ing his own management consultation 
service for a while, he joined the Merck 
company in 1945. 

He was a member of the Phi Beta 
Kappa and Phi Delta Theta societies and 
the Harvard Club of New York, and of 
the Controllers Institute of America. 

Mr. Higgins leaves a widow, the for- 
mer Edith L. Roff; three sons, James, Ed- 
ward Jr. and Richard; a daughter, Mrs. 
Alan Wolfley; a sister, Mrs. Homer P. 
Cardle, and a grandson, Chester Wolfley. 








Double 


Exposure 


Every business faces not only 
the chance of encountering 
financial misfortune through 
a variety of casualties but 
also the possibility of the in- 
surance relied upon for in- 
demnity against such losses 
being deficient or inapplic- 
able. 

This double exposure can 
be avoided if the insurance is 
fashioned upon a complete 
knowledge of the casual risks 
threatening the business, pref- 
erably obtained from an un- 
biased survey by people who 
specialize in making such in- 
vestigations. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 
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INSTITUTE ACTIVITIES 








Education Survey Reveals College Courses 
Taught by 62 Institute Members 


In expanding its educational program, 
the National Committee on Education 
has attempted to stimulate contacts be- 
tween the members of the Controllers In- 
stitute of America and schools of busi- 
ness administration throughout the coun- 
try. 

As a step in this direction, at the re- 
quest of the Committee, a survey was con- 
ducted to find out, who, among The In- 
stitute’s members, have given or plan to 
give courses or occasional lectures on some 
phase of controllership. The local Con- 
trols were asked to find out, through their 
Committees on Education, which of their 
members had done work in this field. 

The National Committee is pleased to 
know that 62 members of The Institute, 
whose names are listed below, have given 
some of their time to this all-important 
work. Indications are also that many of 
these members and others as well, are still 
available for this type of instruction; and 
schools of business administration, un- 
doubtedly, will be happy to learn of this 
contribution which controllers are mak- 
ing in the field of higher education. The 
list : 

Baltimore Control 

Shea, Hamilton, The Emerson Drug 
Company, Plans to give occasional lec- 
tures. 

Swomley, W. T., Eastern Stainless Steel 
Corporation, Plans to give occasional lec- 
tures. 


Boston Control 

Aronson, Norman L., Wm. Filene’s 
Sons Company, Boston University. 

Dunbar, Thomas A., Boston Elevated 
Railway Company, Northeastern Univer- 
Sity. 

Duryee, Sacket R., Wyman-Gordon 
Company, George Washington Univer- 
sity. 

Harvey, Gilman C., Hawkridge Broth- 
ers Company, Northeastern University. 

Hosmer, W. Arnold, Professor, Har- 
vard University. 

Nickerson, Clarence B., Harvard Uni- 
versity. 

Walker, Ross G., Professor, Harvard 
University. 

Bridgeport Control 
Armstrong, William C., Rockbestos 


Products Corporation, Junior College of 
Commerce at Bridge port. 


Chicago Control 
Bartizal, John R., Clearing Machine 


Corporation, Northwestern University. 

Ferree, Merrill, Great Lakes Carbon 
Corporation, LaSalle Extension Univ. 

Glaysher, Sydney G., Miami Corpora- 
tion, Worsham College, Northwestern 
University. 

Hawkins, Thomas F., Nachman Corpo- 
ration, Northwestern University. 

Keagy, Martin, Croname, Incorporated, 
Northwestern University. 

Luby, William J., Central Scientific 
Company, Northwestern University. 

Peirce, James L., A. B. Dick Company, 
Northwestern University. 

Samuelson, Carl A., National Lock 
Company, De Paul University. 

Walton, Herbert F., Allstate Insurance 
Company, Northwestern University. 


Cincinnati Control 

Lindquist, Maurice, Kroger Grocery & 
Baking Company, University of Cincin- 
nati. 

March, Walter, Central Trust Com- 
pany, University of Cincinnati. 

Siddall, Kelly Y., Procter & Gamble 
Company, University of Cincinnati. 


Los Angeles Control 
Moore, Dwight A., Los Angeles Turf 
Club, University of California. 


Louisville Control 

Shaver, B. R., American Air Filter 
Company, University of Louisville. 

Stamm, F. W., University of Louis- 
ville. 
Milwaukee Control 

Bickel, Clarence A., The Wisconsin 
Company. 

Foster, Chester W., Nordberg Manu- 
facturing Company. 

Kessler, Alfred F., Chain Belt Com- 
pany. 

Kuechenmeister, Hugo, Ed. Schuster & 
Company. 

La Porte, Lester M., Wisconsin Elec- 
tric Power Company. 

Lichtfeldt, Clarence H., First Wiscon- 
sin National Bank. 

Zimmerman, R. C., Pabst Brewing 
Company. 
New York City Control 

Ahern, Cornelius M., Colorado Fuel & 
Iron Corporation, New York University. 

Bricault, George A., New York City, 
City College of New York. 

Drury, John, C-O-Two Fire Equip- 
ment Company, Antioch College, Newark 
University, Rutgers University. 
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Engstrom, M. C., Industrial Bank of 
Commerce, Richmond, Virginia Chapter 
of the American Institute of Banking. 

Epstein, Rudolph, Terry Brick Corpo. 
ration, College of Commerce. 

Garbade, William H., Shell Oil Com. 
pany, Inc., Columbia University. 

Hagaman, F. P., Standard Oil Co, of 
New Jersey, Tulane University, Louisiang 
St. University. 

Hennessy, D. J., Jamaica Water Sup- 
ply Company, University of Pittsburgh. 

Hull, Charles C., Controllers Institute 
of America, New York University. 

Krell, David, Thomson & McKinnon, 
Pace Institute of New York Institute of 
Finance. 

Lucek, Charles F., Mergenthaler Lino. 
type Company, Hofstra College, New 
York University, Brooklyn Polytechnic 
Institute. 

Lunsford, C. B., Equitable Life Assur- 
ance Society of the U. S., Insurance So- 
ciety of New York. 

MacDonald, John H., National Broad- 
casting Company, Columbia University. 

Michaels, E. G., Vick Chemical Com- 
pany, New York University. 

Plummer, R. E., Southern Pacific Com- 
pany, New York University. 

Purcell, T. A., Traubee Products, In- 
corporated, Manhattan College, City Col- 
lege, Rider College. 

Rodey, B. S., Consolidated Edison 
Company of New York, New York Uni- 
versity. 

Russell, F. C., J. F. Tapley Company, 
New York University. 

Thurston, John B., John B. Thurston 
& Company, Columbia University. 


Pittsburgh Control 

Crichley, Wm. R., Diamond Alkali 
Company, Robert Morris School of Busi- 
ness in the Wm. Penn Hotel. 

Gessner, E. J., Firth Sterling Steel & 
Carbide Corporation, National Associa- 
tion of Cost Accounts. 

Hamilton, Jos. N., The McKay Com- 
pany, Cleveland College of Western Re- 
serve University. 

Woessner, J. F., Carnegie-Illinois Steel 
Corporation, University of Pittsburgh. 


Portland Control 

Spear, R. H., Gunderson Brothers Eo- 
gineering Corporation, University of Port- 
land. 


Rochester Control 
Olley, Norman R., R. T. French Com- 
pany, University of Rochester. 
Tranmal, Sigurd, Distillation Products, 
Incorporated, Rochester Institute of Tech- 
nology. 


St. Louis Control 


McCrum, Reid, Anheuser-Busch, In- 
corporated, St. Louis University. 
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San Francisco Control 
Carr, William H., California Packing 
Corporation, Stanford University. 


Syracuse Control 
Hoyt, Fred F., Carrier Corporation. 


Twin Cities Control 
Hegman, Clyde E., Cargill, Incorpo- 
rated. 


Toledo Control Enjoys Second 
Annual Fishing Party 


The second Annual Stag Fishing Party 
of the Toledo Control was held on Lake 
frie off Sandusky, Ohio, on August 20. 
The members of the Control enjoyed 
lunch and refreshments on board the Pe- 
rel, a reception at the Lonz Winery on 
Middle Bass Island, and dinner in the 
evening in Sandusky. 


Penn-York Division Considers Sales-Use 
Tax Trends 


The Penn-York Division of the Buffalo 
Control held its regular monthly meeting 
on July 15, at Olean, New York, this be- 
ing the first meeting of the group in New 
York State. The members and guests 
made a plant visitation to Clark Brothers 
Company, Inc., and then gathered at the 
Colonial Room of the Olean House for 
refreshments and dinner. After dinner, 
Mr. James F. Simpson of Dresser Indus- 
tries, Inc., Cleveland, discussed ‘Current 
Trends in Sales and Use Taxes.”’ 


Western Michigan Control Holds 
Special Meeting 


A special meeting of the Western 
Michigan Control was held in Grand 
Rapids, Michigan, on June 30, at the 
Peninsular Club, at which Mr. Harvey M. 
Kelley, representing the National Office 
of The Institute, presented a general dis- 
cussion of Institute affairs. Current and 
forthcoming activities of the Control were 
likewise considered at the meeting. The 
newly-elected president of the Control, 
Mr. Glenn D. Abbott, of Muskegon Pis- 
ton Ring Company, Sparta, Michigan, pre- 
sided at the meeting. 


Quad-Cities Control Hears Report 
on The Institute 

A special dinner meeting of the Quad- 
Cities Control was held in Davenport at 
the Blackhawk Hotel, on July 2. A discus- 
sion of Institute activities was one of the 
highlights of the meeting, which was at- 
tended by Mr. Harvey M. Kelley who 
made a special trip as a representative of 
the National Office of The Institute. 


# * x 
16TH ANNUAL MEETING 
CONTROLLERS INSTITUTE 


OCTOBER 19-22, CHICAGO 
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Subseribe Now to Montgomery’s 


1947-48 Tax Books 


... for all essential information on 
this year’s tax problems 


ONTGOMERY’S Tax Annuals can truly 

be looked upon as the ‘tax books of the 

year’ because every important question is recon- 

sidered in the light of changes and developments 

that have taken place during the year. On all 

points you have the needed information with the 

author's specific recommendations to guide you 
to a logical and safe conclusion. 

Thousands of subscribers have come to rely on 
these annual publications . .. as the standard 
references to the practical answers to current tax 
problems. 


MONTGOMERY'S 


Federal Taxes— 


CORPORATIONS & PARTNERSHIPS 


OVERS every aspect of work- on these taxes 
and reinforces your own professional skill 
and foresight in setting advantageous tax policies 
and planning of transactions. In one place, every- 
thing you need for immediate application to tax 
questions . . . in any business of any size. This 
corporaiions and partnerships annual shows what 
has and has not changed. ‘It organizes reference 
material needed and brings everything you should 
consider to a sharp focus in specific counsel. 
This year’s annual is the important connecting 
link between the present and preceding years. 


(2 v) $20 


Federal Taxes — 


ESTATES, TRUSTS & GIFTS 


RINGS you up-to-the-minute, as in previous 
issues, on the application of the estate tax, 
gift tax and those features of income tax peculiar 
to decedents, estates and trusts. This book is a 
unique combination of the law in effect and ac- 
cumulated legal, accounting and tax experience. 
This estate tax publication is a reliable guide in 
drafting of wills and indentures and counsels on 
actions which contribute benefits to the estate. 


$10 


1947-48 Issues Ready Soon 


THE RONALD PRESS COMPANY 
15 East 26th Street, New York 10 


Please enter my subscription to MONTGOMERY’S 

Federal Taxes— 

[ ] Corporations and Partnerships (2v), 1947-48. .$20. 

Federal Taxes— 

[ ] Estates, Trusts and Gifts, 1947-48........... 10. 
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Newly-Elected Presidents Who Will 


F 





Elliott’s 





Atlanta 
RAYMOND A. SPITLER 


Montgomery 


Dallas 
LAWRENCE G. WILLIAMS 





Milwaukee 
RAYMOND L. BISCHOFF 








Baltimore 
M. R. SCHERMERHORN, JR. 


Boston 
RICHARD_N. RIGBY 


Bridgeport 
SAMUEL BootH 


Birmingham 
LAURENCE D. LUEY 


Harris & Ewing 


Detroit 
JAMES H. BARRETT 


Dayton 
LEONARD J. ERTEL 


District of Columbia 
HENRY W. HERZOG 


Hartford 


New Orleans 
J. M. STONNELL 


New York City 
ARTHUR L. BOSCHEN 


Philadelphia 
ALLEN L. FOWLER 


Pittsburgh 
PAUL E. SHROADS 


Johnson 





© . 
Springfield 
JACKSON R. HOLDEN 


Seattle 
GORDON R. BINGHAM 


Syracuse 
FRANCIS D. WEEKS 







EUGENE P. BORKOWSKI 


Trinity Court 


Haley 





CLAUI 








Vina 


WILLIA 
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| Gul Controls of The Institute in 1947-48 

















Haley 








Vitae 





Buffalo 
CLAUDE O. RAINEY 


De Marler 


Houston 


WitLiAM V. VAUGHN 


Portland 
RAYMOND H. SPEAR 


Loveman’s 


Chattanooga 
CoRNELIUS BOLEN 


At the time this 
issue of THE CON- 
TROLLER went to 
press, a photo- 
graph of Mr. Dale 
R. Hodges, presi- 
dent of the Indi- 
anapolis Control, 
was not available. 





Quad Cities 
EINAR B. OYAAS 





Toledo 
EUGENE P. HEILEs 








Chicago 
T. P. CARLEY 


Kansas City 
Morris A. Cox 





Rochester 
BERNARD J. BARTZ 


Wright 





Twin-Cities 
RICHARD H. DoE 


Cincinnati 
LIsLE W. ADKINS 


Western 





Los Angeles 
ROLLIN E. ECKE 





St. Louis 
JosEPH C. HUEHN 





Western Michigan 
GLENN D. ABBOTT 





Cleveland 
RICHARD L. BRUMMAGE 


Cusick 





~ Louisville 
WILLIAM B. HARRELL 


Colburn 





San Francisco 
WILLIAM T. WERSCHKULL 
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POSITIONS WANTED 











Controller—Executive Accountant 

Executive accountant presently employed 
offers: ten years of heavy industrial and diver- 
sified experience in executive capacity, func- 
tioning as part of top management group, 
and five years of public accounting experience 
as supervising senior. Practical experience in- 
cludes executive committee, financial, and or- 
ganization planning; development of manu- 
facturing expansion, and cost reduction pro- 





CERTIFIED 
PUBLIC 
ACCOUNTANT 


Desires responsible position 
with future. Unusual diversi- 
fied experience in general 
and cost accounting, auditing, 
finances, taxes, cost interpreta- 
tion and control, business man- 
agement, all financial state- 
ments. Any location, consider 
foreign (know Spanish). Age 
27. Address Box 731, “The 
Controller,’ One East Forty- 
Second Street, New York 17, 
New York. 











A National Registration 
Headquarters for the 
Highest Grade Accounting 
Personnel tn America 

Mr. EMPLOYER: Are We 


Now Serving You? GORDEN N. SELBY, Executive Director 


ACCOUNTANTS EXCHANGE 


Suite 2008, Chicago Real Estate Board Building 
105 West Madison CHICAGO 2, ILL. 


grams; developing, analyzing, and interpret- 
ing costs, budgets, inventory control, cost 
control, all phases of general accounting, in- 
ternal auditing, systems procedures, taxes, 
financial, and cost reports. A certified public 
accountant. Age 43. Salary $12,000. Address: 
Box 698, “The Controller,’ One East Forty- 
Second Street, New York 17, New York. 


Assistant Controller—Head Accountant 

Do you need an aggressive and experienced 
young man to head your accounting department 
or to serve as assistant to your controller? Ten 
years experience in general accounting, office 
management and credits. At present have execu- 
tive position with large midwest manufacturing 
company. Future possibilities more important 
than immediate salary. Available on thirty days 
notice. Age 35. Married, two children. Photo- 
graph and complete information can be ob- 
tained by writing Box 728, ‘The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Controller—Accountant 

Key executive for expanding concern avail- 
able immediately. Has excellent background 
of public and private accounting experience. 
Recently employed by a dynamic New York 
City organization where he handled coordi- 
nation of procedures and interdepartmental 
operations, which involved supervision of 
over two hundred office employees. Married. 
Age 41. C. P. A. Salary $10,000. Address: 
Box 729, “The Controller,” One East Forty- 
Second Street, New York 17, New York. 


Controller-Treasurer 

Executive with over 25 years’ experience in 
accounting, financial and administrative work 
in diversified fields, in United States and 
abroad. Past few years, vice president, con- 
troller and director of group of communica- 
tion companies and manager of associated 
business interests. Practical experience at 
head office and in the field includes: account- 
ing systems, budgets, financial reports, audits, 
reorganizations, financing and special pro- 
jects. Age 49. Available immediately. Ad- 
dress: Box 730, “The Controller,” One East 
Forty-second Street, New York 17, New 
York. 


Controller 


Institute member, Certified Public Account- 
ant, B.S. in Industrial Administration desires 
position in or near New York City. Six years 
with large manufacturing company and ten 
years public accounting with Ernst & Ernst and 
Lybrand, Ross Bros. & Montgomery. Experience 
includes cost and general accounting, budgets, 
tabulating, office management, and administra- 
tive procedures. Has had supervision of 650 
employees. Salary $10,000. Résumé upon re- 











! 527 Fifth Avenue 


An Experienced Group of Consultants 


Pension Plans e Profit Sharing Plans 
Employe Benefit Plans 


of all types 


Self-Administered, Trusteed or Insured 


Cc. P. DAWSON CO. 


MUrray Hill 3-1460 


New York 17 
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quest. Address: Box 732, “The Controller” 
One East Forty-Second Street, New York 17 
New York. : 


Controller—Executive Accountant 


Desires position as controller, assistant con: 
troller, tax or systems accountant. Experienced 
as controller and tax accountant of holdin 
company and petroleum production subsidiaries 
in complete charge of financial and tax account. 
ing. Institute member; C.P.A., New York; upj- 
versity degree in commerce, accounts and fi. 
“nance. Address: Box 733, “The Controller” 
One East Forty-Second Street, New York 17 
New York. : 


Controller or Assistant 


Broad knowledge of cost and general a¢. 
counting, budgets and controls, paperwork 
simplification and mechanical aids, plus g 
cheerful disposition and cooperative atti. 
tude have resulted in furnishing top man. 
agement with better figures quicker, and at 
lower cost. Field of experience embraces 
manufacture of metal and wood products 
including some at mill level as well as fabri. 
cation and assembly of standard and special 
goods. Good understanding of responsibil- 
ity to subordinates as well as to superiors 
Married, age 45, free to locate anywhere, 
For interview or supplemental information, 
oo vie ang Box Number 734, “The Con. 
troller,” One East 42nd Stre 
rae Seg et, New York 17, 


Exporters Practices Surveyed 


Nearly three quarters (74 of 105) of 
the American manufacturers surveyed 
by the National Industrial Conference 
Board on their organization for expott- 
ing now sell abroad primarily through 
their own foreign outlets. The te. 
mainder (31) place their foreign sales 
primarily in the hands of domestic ex- 
port houses. Only a few reported that 
they used both channels “because of 
selling conditions in particular terti- 
tories.” 

Some manufacturers of highly tech- 
nical lines report that the domestic ex- 
port house does not command the engi- 
neering knowledge necessary for selling 
and servicing their product. Generally, 
however, manufacturers who employ 
the direct method believe that closer 
touch with their foreign customers en- 
ables them to coordinate operations in 
this country with changing conditions 
abroad more satisfactorily. The feeling 
also prevails that the direct exporter 
exercises a greater degree of contol 
over his product through contact with 
his foreign representative. 

Other manufacturers use both meth- 
ods of selling. To gain coverage in ad- 
ditional markets where sales potentials 
are small, manufacturers frequently a 
sign new territory to a domestic house. 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST, = 47eanta 
NEW YORK DETROIT 


— 


BOSTON 
PHILADELPHIA 
PITTSBURGH 














